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CHAPTER I 
INTRODUCTORY 

Constitution of the Expert Committee. —Cooperative 
societies with objects extending beyond one State, are at 
present governed by the Multi-Unit Cooperative Societies 
Act, 1942, which is a Central Act. When this legislation 
was enacted, there were only a few multi-unit (multi-state) 
cooperative societies, most of which were employees’ thrift 
and credit societies. Later, due to the reorganisation of the 
States, the objects of some societies, which were confined to 
one State, were found to be extending to more than one 
State. The States Reorganisation Act, 1956, incorporated 
suitable provisions in the Multi-Unit Cooperative Societies 
Act to govern such single-state societies which became multi¬ 
unit societies consequent on the reorganisation of the States. 
A special feature of this MUCS Act is that it is not a com¬ 
prehensive legislation containing detailed provisions for the 
incorporation, regulation and winding up of multi-unit co¬ 
operative societies; it is only an enabling legislation which 
facilitates incorporation, regulation and winding up of multi¬ 
unit societies in terms of the Cooperative Societies Acts of 
the States where the principal place of business of the society 
is located. In other words, different multi-unit societies are 
governed by different cooperative laws according to where 
their principal place of business Is located. 

1.2 Since 1942 when the MUCS Act came into force, 
the cooperative movement has witnessed substantial trans¬ 
formation, in terms of its organisational structure, diversifi¬ 
cation of activities as also in the overall size of operations. 
A significant feature of these developments is the emergence 
of national federations of cooperatives in different spheres of 
cooperative activity. Large reliance is now sought to be 
placed on these national level organisations for providing 
leadership and support to their respective sectors of the 
movement. 

1.3 The new developments have led to the demand for 
a comprehensive legislation for all multi-unit cooperative 
societies. The Working Group on Cooperation (1968) set 
up by the Administrative Reforms Commission observed: 
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“The emergence of national and regional federations 
and growing inter-State relations between cooperatives 
require a full-fledged central legislation governing 
“ various aspects of these societies.”* 

Similarly, a Study Group appointed by the National Co- 
Operative Union of India had also emphasised that the na¬ 
tional level cooperative organisations should be brought un~ 
defThe direct purview of the Central Registrar and, for this 
puhjJOse, a comprehensive legislation should be enacted. 


- 1.4 The Government of India have, in the context of- 
cooperative development in the country, recognised the need 
for^a comprehensive central legislation and, in pursuance of 
this-'need, appointed an Expert Committee with the following 
members: 

tL Shri Udaybhansinhji, President, 
National Cooperative Union of 
India, 72, Jorbagh, New Delhi-5. 

Chairman, 

2. Shri S. S. Puri, Joint Secretary to 
the Government of India, Plan¬ 
ning Commission, New Delhi. 

Member 

3.. Shri H. M. Joshi, General 
Manager, Giijarat State Coopera¬ 
tive Land.. Development Bank 
Ltd., Ahmedabad. 

Member 

4. Dr. G D. Datey, Chief Officer, 
Agricultural Credit Department, 
Reserve Bank of India, Bombay. 

Member 

J5. Shri L. N. Renu, Commissioner 
(Industrial Cooperatives), Minis¬ 
try of Industrial Development 
and Internal Trade (Department 
of Industrial Development), 
Udyog Bhavan, New Delhi. 

Member 


•Page 242 of (he Report. 

'tS'rie relinqu'shed charge of President of National Cooperative Union 
oflndia. 

JNcJte t Chief Executive Officer, Khad'& Village Industries Commis¬ 
sion. . 
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6. Shri M. M. K. Wali, Secretary, Member 

National Cooperative Develop¬ 
ment Corporation, C-56, South 

Extension (Part II), New Delhi-49. 

7. Shri P. L. Gupta, Additional Member 

Legislative Counsel, Ministry of 

Law, Shastri Bhavan, New Delhi. 

8. Dr. S. Dandapani, Deputy Direc- Member 

tor (Cooperatives), Ministry of 

Railways (Railway Board), New 
Delhi. 

9. Shri A. Das, Joint Secretary to Member-Secretary 
the Government of India, Mi¬ 
nistry of Agriculture (Depart¬ 
ment of Cooperation), New 

Delhi. 

1.5 The terms of reference of the Committee are: 

1. To recommend the scope of comprehensive central 
legislation and the basis on which the same is to 
be framed ; 

2 . To consider the desirability of categorisation of 
multi-unit cooperative sooieties on the following or 
any other suitable basis 

(i) National Cooperative Federations; 

(ii) Societies having membership residing in more 
than one state; 

(iii) Other multi-unit cooperative societies having 
objects extending beyond one state. 

3. To consider and recommend the extent of powers 
and responsibilities of the central authorities and 
the extent to which the same can be delegated to 
the state authorities in respect of different catego¬ 
ries. 

4. To consider other related matters. 
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A copy of the Notification of the Ministry of Agriculture 
(Department of Cooperation) No. 1/11011/7/70-Coord, 
dated the 4th March, 1971 is given at Annexure I. 

1.6. Meetings—The Committee held 11 meetings in all— 
the last to sign the Report. At our request, Shri K. S. Bawa, 
Joint Secretary in the Union Department of Cooperation and 
Central Registrar of Cooperative Societies associated himself 
with most of the meetings of the Committee. We are grate¬ 
ful to him for giving us the benefit of his wide knowledge and 
experience of the administration of cooperative legislation 
in the country. 

1.7 Questionnaires and discussions—The Registrars 
of Cooperative Societies were requested to communicate 
their experience of, and difficulties experienced in, the 
administration of the present Multi-Unit Cooperative So¬ 
cieties Act. Their views and comments were also sought 
on the various aspects of the terms of reference given 
to the Committee. The chief executives of all national 
federations were also requested for their views and comments 
on the proposed central legislation for multi-unit cooperative 
societies. The Committee met the chairmen and chief 
executives of some of the national level federations on the 
17th September, 1971. It held another meeting with repre¬ 
sentatives of national level federations and also Registrars 
of Maharashtra, Tamil Nadu and West Bengal, where there 
is a concentration of multi-unit cooperative societies. The 
Registrar of Cooperative Societies, Delhi where many national 
level federations are located, also gave evidence before the 
Committee on the 25th November, 1971 at New Delhi. The 
Committee also met the Secretaries incharge of Cooperation 
on the 1st December, 1971 at New Delhi to ascertain their 
views on the proposed central legislation. A list of insti- 
tutions/persons from whom written replies were received/who 
gave evidence before the Committee, is given at Annexure 
II. 


1.8 Scope and pattern of the Report—Our efforts, 
as required by our terms of reference, have been directed 
to suggesting the broad framework of a central legis- 
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lation to be undertaken by the Government of India for 
multi-unit cooperative societies. We have not attempted 
—nor are we required by our terms of reference to attempt— 
a draft bill on this subject. We have, however indi¬ 
cated in sufficient detail the main features of the proposed 
legislation; the legal shape to these is to be provided later 
after the Government have taken a decision on the basic 
frame-work, suggested by us, of the proposed legislation. 
The ensuing Chapters are patterned as follows : in Chapter 
II, we have outlined briefly the historical background of the 
MUCS Act and also reviewed the present position of the 
administration of the Act; approach to and objectives of 
future legislation for multi-unit cooperative societies are 
discussed in Chapter III; Chapter IV, which is divided into 
14 different sections, contains detailed suggestions as to the 
features to be brought within the scope of the furture legisla¬ 
tion; Chapter V deals with the arrangements for the adminis¬ 
tration of the Law; and Chapter VI contains our concluding 
observations. 


1.9 Acknowledgements—The Committee would like to 
place on record its thankfulness for the unstinted cooperation 
and assistance rendered in its deliberations by the Chairmen 
and Managing Directors/General Managers of national level 
cooperative federations. Secretaries incharge of State Coope¬ 
ration Departments and the State Registrars of Cooperative 
Societies, who made some very valuable suggestions, during 
the course of giving evidence before the Committee and also 
in the written memoranda sent by them. The Committee 
would particularly like to thank Shri K. S. Bawa, Central 
Registrar and Joint Secretary, Ministry of Agriculture in the 
Department of Cooperation, who attended almost all the 
meetings of the Committee, as a special invitee. The Com¬ 
mittee thus had the opportunity of examining him in all im¬ 
portant questions pertaining to their terms of reference and 
obtaining his mature and sound advice based on practical 
experience of the administration of the existing Multi-Unit 
Cooperative Societies Act, 1942. 

The Committee is specially indebted to the expert advice 
and services rendered by Shri K. Sundararajulu, Director in 
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the Department of Cooperation of the Ministry of Agricul¬ 
ture, based on his long and varied experience about all sectors 
of the cooperative development programmes and also his 
deep knowledge about cooperative legislation in India and 
abroad. The Committee is also thankful for the able assis¬ 
tance rendered by Shri R. L. Nagpal, Deputy Director, and 
Shri M. k. Chakraborty, Assistant Director, in the Department 
of Cooperation, Ministry of Agriculture, who made compara¬ 
tive studies of the different State Cooperative Laws and 
conducted analytical studies in various aspects of cooperative 
legislation and thus provided some valuable material for the 
consideration of the Committee. Thanks are also due to the 
services rendered by Shri Bansi Lai, and Sarvashri S. K.'Bhatia, 
Personal Assistant and O. P. Setia, Stenographer, in the 
Ministry, for the hard and devoted work done by them. 



CHAPTER II 


HISTORICAL BACKGROUND AND CRITIQUE OF 
THE PRESENT LEGISLATION 

Historical Background 

Constitutionality of Central Legislation on Multi-unit 
Societies—In a Federal Constitution like ours, the Consti¬ 
tutional provisions determine whether a State Legislature or 
the Parliament is competent to legislate on a given subject. 
At the outset, we would like to clarify that our terms of re¬ 
ference do not require us to examine the constitutionality of 
the Centre enacting legislation on multi-unit cooperative so¬ 
cieties. We have, however, noted that the Union Depart¬ 
ment of Cooperation have taken competent legal opinion 
that legislation on multi-unit cooperative societies is within 
the exclusive jurisdiction of the Parliament. As the ques¬ 
tion of the constitutionality of Central legislation on multi¬ 
unit cooperative societies was raised quite often by repre¬ 
sentatives of State Governments and national level federations 
both in our discussions with them, as also in their written 
evidence given to us, we trace briefly, in the succeeding para¬ 
graphs, the legislative background of the present Multi-Unit 
Cooperative Societies Act. 

2.2 Government of India Act, 1935.—The present Multi¬ 
unit Cooperative Societies Act was enacted in 1942 under 
the Government of India Act of- 1935, which defined the 
scope of the legislative powers of the ‘Provincial’ and the 
‘Federal’ Governments. ‘Cooperative Societies’ was placed 
as a Provincial subject under entry 33 of the Provincial Le¬ 
gislative List in the Seventh Schedule to the Government of 
India Act. 1935; whereas entry 33 of the Federal List em¬ 
powered the Centre to legislate in respect of incorporation, 
regulation and winding up—(a) of trading corporations in¬ 
cluding banking, insurance and financial corporations but 
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not including cooperative societies; and (b) of corporations, 
whether trading or not, with objects not confined to one unit. 

2.3 It was, in fact, the Government of India Act of 1935 
which legally created multi-unit cooperative societies, that is, 
societies whose object extended beyond one unit (Province). 
The Central Legislature passed the Cooperative Societies Act 
of 1912, repealing the earlier Cooperative Credit Societies 
Act of 1904. The 1912 Act dealt with cooperative Societies 
for the whole of India. Under the Devolution Rules framed 
under the Government of India Act, 1915 (as amended in 
1919), ‘cooperative societies’ became a transferred subject 
and each Province began to enact its own legislation for its 
cooperatives. Even in the early thirties, there was a pro¬ 
posal for an all India legislation for multi-unit societies and 
a draft Bill was also prepared for this purpose in 1932. The 
Government of India did not, however, proceed with this Bill 
in the absence of any indication of practical difficulties in the 
working of societies which carried on their business in more 
than one Province. The 11th Conference of Registrars of 
Cooperative Societies held in 1934 also considered that an 
all-IndLia legislation was necessary for the registration of so¬ 
cieties, the operations of which extended over more than one 
Province; but there was much difference of opinion among 
the participants in the Conference on the scope of the legis¬ 
lation as also on the question of supervision and control to 
be exercised over branches of societies operating in different 
Provinces. The Government of India, therefore, did not pur¬ 
sue the question of an all-India legislation. 

2.4. In 1939, the then Madras Government drew the 
attention of the Government of India, particularly to the 
Railway and Postal Employees’ Cooperative Credit Societies 
which were originally registered in the then Madras Presi¬ 
dency and which had jurisdiction over more than one 
Province, and pointed out that as a registered cooperative 
society is a corporation, such “a corporation, whether trad¬ 
ing or not, with objects not confined to one Province will fall 
within the last part of the entry 33 of the Federal Legislative 
List in so far as incorporation, regulation and winding up are 
concerned. The Provincial Legislature cannot legislate in 
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respect of such corporations.”* The origin of the present 
legal concept of multi-unit cooperative society is thus to be 
traced to the Government of India Act, 1935. 

2.5. The Government of India examined the Constitu¬ 
tional position and advised the State Governments that after 
the commencement of the Government of India Act, 1935, 
“a corporate cooperative society serving the interests of mem¬ 
bers in more than one Province is a corporation with objects 
not confined to one unit and, therefore within the exclusive 
legislative and executive jurisdiction of the Centre (vide Entry 
33 in the Federal Legislative List in the Seventh Schedule to 
the Government of India Act, 1935). Provincial Legislatures 
will, therefore, have no jurisdiction to enact legislation with 
application to multi-unit cooperative societies registered in 
the Province, and what is of more immediate importance, in 
respect of existing multi-upit cooperative societies, the 
executive jurisdiction purporting to be vested in Provincial 
Governments by the Cooperative Societies Act, 1912, or by 
the Provincial Act, where such exists, will have no valid 
basis. 

2.6. The then Government of India had the following 
two possible courses open to them to remedy the situation 
created by the Government of India Act, 1935 :— 

(i) Amendment of the Government of India Act to 
give Provincial Governments authority (legislative 
and executive) over such cooperative societies so 
far as they work in each Province: a multi-unit 
society would thus fall to be dealt with by different 
authorities in different areas. 

(ii) Undertake Central Legislation for the incorpora¬ 
tion, regulation and winding up of cooperative 
societies with objects not confined to one unit. 

The first alternative meant that the same cooperative 
would be dealt with by different Provincial Governments 


•Letter No. 4717-V/39-2 dated 26th June 1939 from the Govern¬ 
ment of Madras addressed to the Government of India (Page 
1/c of the printed file No. 24-XII1/41-C&G) 

Letter No. 44-13/339-A dated 24th August 1939 of the Govern¬ 
ment 0 f India page 5/C ofprinted file No. 24-XIII/41 C&G 
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according to the cooperative law in force in their respective 
States. In other words, the legislative and executive authority 
for controlling the operations of a multi-unit society would 
have varied according to the Province in which a member of 
such a society resided. 

2.7. The Government of India consulted the Provincia 
Governments as to which of the above alternatives shouh 
be chosen and also hinted to them that “it appears desirable 
that extension of activity by healthy, properly regulated and 
correetly inspired cooperative societies of whatever kind 
should not be impeded. The probable adverse effects, if any, 
of complete provincialisation on such desirable extension, 
may kindly be considered before the Provincial government 
formulates their views in the matter.” None of the provin¬ 
cial governments favoured the first alternative of provincia- 
Esation of multi-unit societies. The Conference of Registrars 
of Cooperative Societies held in December, 1939, also con¬ 
sidered this question and appointed a sub-committee, which 
unanimously recommended that necessary legislation should 
be undertaken by the Central Government. In pursuance of 
the recommendations of this sub-committee, the Government 
of India enacted the Multi-Unit Cooperative Societies Act, 
1942: 

2f8. Although the Government of India hao. at> one 
stage, contemplated a comprehensive legislation for multi¬ 
unit cooperatives, they finally decided in favour;.of a brief 
enabling legislation, the main objectives of which-were: 

(i) ' to validate the legal position of the then existing 

multi-unit societies; and 

(ii) to provide for the registration and control of such 
societies as may be formed in the future. 

A copy of the Multi-unit Cooperative Societies Act, 
1942 and the rules framed thereunder are at Annexures III 
& IV respectively. The main features of this Act are 

(i) A multi-unit society will be governed by the Co¬ 
operative Societies Act of die Province (State) 
where its principal place of business is situated; 
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(ii) While the Act provides for the appointment of a 
Central Registrar, a provision was also incorporate^ 
that, until a Central Registrar is appointed, thq 
State Registrars would be entrusted with the func¬ 
tions of the Central Registrar; 

(iii) A society would be subject to the general control 
of the Registrar of the Province where it is register¬ 
ed, but powers of inspection and audit of branch, 
offices are vested in the Registrars of the States 
where such offices are situated. 

2.9. Provision of the Constitution.—The allocation of 
legislative powers as between the Centre and the States in so 
far as cooperatives are concerned, is practically the same 
under the Government of India Act, 1935 and the present 
Constitution. The relevant entries are as follows: 

Govt, of India Act, 1935 Seventh Constitution of India Seventh Sche- 
Schedule List I (Federal dute List l (Union List) 

Legislative List). 

Entry 33 Entries 43 and 44 

Corporations, that is to say, the 43. Incorporation, regulation 
incorporation, regulation and ana winding up of trading 
winding u p of trading corpora- Corporations including banking 

tions including banking, insur- Insurance and financial corpo- 
ance and financial Corporations rations but not including coop- 
but not including corporation erative societies, 
owned or controlled by a Fed- 44. Incorporation, regulation and 
erated State and carrying on bus- winding up of corporation! 

iness only within that State or whether trading or not, with 
cooperative Societies and of cor- objects n»t confined to onS 

poratioas whether trading or State but not including uni- 
not with objects not confined versities. 
to one unit. 

List II (Provincial, Legislative List) List II (State List) 

Entry 33 Entry 32 

The incorporation, regulation and Incorporation, regulation and' 
winding up of corporations winding up of corporations 

other than corporations more other than those specified 

specified in list I, unincorporated in list I, and universities un- 

trading literary, scientific, reli- incorporated, trading, literary 

gious and other societies and scientific, religious and other 

associations; cooperative socie- scieties and associations; co¬ 
ties. operative societies. 

2-ICD& C/72 
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2.10. Thus, under our Constitution, cooperatives with 
Objects extending beyond one State, continue to be under the 
exclusive legislative and executive jurisdiction of the Centre. 
A study of the legislative proposals leading to the enactment 
of the Multi-unit Cooperative Societies Act, 1942, clarifies 
^Certain basic concepts regarding multi-unit, that is, multi¬ 
state, cooperative societies, which could form the basis for 
future legislation also. The first is: Is a ‘Cooperative’ a 
“Corporation’? The Statement of Objects and Reasons 
appended to the Multi-Unit Cooperative Societies Act, 1942 
observes that multi-unit societies are “Corporations within the 
meaning of Entry 33 in List I of the Seventh Schedule to 
the Government of India Act, 1935.” Secondly, in terms of 
the Government of India Act, 1935, as also the present Con¬ 
stitution, a multi-unit society is one with “objects not con¬ 
fined to one State.” The term ‘objects’ was construed as 
“serving the interests of members in more than one Province” 
and multi-unit societies were defined as those which “serve 
objects (i.e. have members enjoying their benefits) in Pro¬ 
vinces (units) outside the province in which the society is 
Registered.” In their letter No. 44-13/39-A, dated the 24th 
August. 1939, the Government of India informed the State 
Governments that “a corporate cooperative society serving 
the interests of members in more than one Province is a 
corporation with objects not confined to one unit...”. In 
other words, a multi-unit society is one whose membership 
extends beyond one State. This definition full accords with 
the basic principle that a cooperative is an association of 
persons and its principal object is to render economic service 
to its members. 

2.11. Amendments of Molti-unit Cooperative Societies 
Act—When the States were reorganised under the State 
Re-organisation Act, 1956, some cooperatives, the objects 
of which were confined to one State, came to be extended 
beyond one State. Some of the single-state societies thus 
became multi-state societies consequent on the reorganisation 
of States. As the 1942 Act did not provide for such cate¬ 
gories of societies, section 105 of the State Reorganisation 
Act, 1956, inserted section 5A in the Multi-unit Cooperative 
Societies Act to govern these new categories of societies 
which became multi-unit (State) societies consequent on the 
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Reorganisation of States under the States Reorganisation 
Act, 1956. , The provisions of the Multi-unit Cooperative 
Societies Act were made applicable to such societies and a 
special procedure was also laid down for reorganisation or 
reconstitution or dissolution of such societies. The Andhra 
Pradesh and Madras (Alteration of Boundaries) Act, 1959, 
made this section 5A applicable to all societies which became 
multi-unit societies as a result of any enactment relating to 
the reorganisation of States. The Bombay Reorganisation 
Act, 1960 and the Punjab Reorganisation Act, 1966 in¬ 
troduced sections 5C and 5D respectively in the Multi-unit 
Cooperative Societies Act to facilitate reorganisation of 
certain state level societies which would be multi-unit societies 
consequent on the reorganisation of those States. 

2.12. Section 5A, as inserted by the State Reorganisa¬ 
tion Act, 1956, provided for the transfer of assets and 
liabilities of a multi-unit cooperative society coming under 
the purview of section 5A, to a new cooperative society; but 
there was no provision for such transfer of assets and 
liabilities to an existing cooperative society. This provision 
created a practical difficulty in transferring part of the assets 
and liabilities of Bombay State Cooperative Land Mortgage 
Bank to the existing Gujarat State Cooperative Land Deve¬ 
lopment Bank, consequent on the reorganisation of the 
erstwhile Bombay State. To facilitate such transfers, section 
5A of the Multi-unit Cooperative Societies Act was further 
amended by Parliament in .1962. 

2.13. Central Registrar and delegation of powers—As 

explained earlier, the Multi-unit Cooperative Societies Act, 
1942 provided for the appointment of a Central Registrar; 
a provision was also incorporated that until such appoint¬ 
ment was made, the State Registrar should be entrusted with 
the functions of a Central Registrar. Section 4 of the Multi¬ 
unit Cooperative Societies Act reads as follows : 

“(1) The Central Government may, if it thinks fit, 
appoint a Central Registrar of Cooperative So¬ 
cieties. 

(2) The Central Registrar of Cooperative Societies if 
appointed, shall exercise in respect of any coopera¬ 
tive society to which this Act applies, to the 
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exclusion of Provincial Registrars the powers and 
functions exercisable by the Registrar of Cooperative 
Societies of the Province in which such society is 
actually registered.” 

According to this provision, once a Central Registrar is 
appointed, the State Registrars have no jurisdiction over 
multi-unit societies; there was also no provision for delegation 
of powers of the Central Registrar to State Registrars of 
Cooperative Societies. A major provision incorporated in 
the Multi-unit Cooperative Societies Act by the States Re¬ 
organisation Act, 1956 is section 5B which provides for 
delegation of powers of Central Registrar to officers of Cen¬ 
tral and State Governments. For the first time in 1956, the 
Central Government appointed a Central Registrar under 
section 4 of the Multi-unit Cooperative Societies Act and 
also delegated the powers of the Central Registrar to the 
State Registrars under Section 5B. 

2.14. The location of the provision empowering the 
Central Government to delegate powers of a Central Registrar 
in the body of the Multi-Unit Cooperative Societies Act, had 
led to some uncertainty about the scope of section 5B. 
Section 4 which relates to the appointment of Central Regis¬ 
trar was not amended by the State Reorganisation Act, 1956, 
to provide for delegation of powers of the Central Registrar; 
but a new section 5B was added after section 5A for the 
delegation of powers. The Andhra Pradesh High Court had 
occasion to observe that the scope of delegation of powers 
under section 5B relates to societies coming under the pur¬ 
view of section 5A and that too for the purposes of their 
reorganisation, reconstitution or dissolution mentioned there¬ 
in. It is understood that an appeal against the judgment of 
the High Court has been preferred to the Supreme Court, 
whose judgment is awaited. There is thus a lurking in¬ 
adequacy in the existing legislation regarding delegation of 
powers, which needs to be remedied. 

Critique of the Present Legislation 

2.15. Review of Existing Position.—According to the 
information we have received from the State Registrars. 
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there are now 121 multi-unit cooperative societies in the 
country. State-wise distribution of these societies is given at 
Annexure V. The type-wise number of societies are: 


(1) National level institutions. 12 

(2) Credit Societies. 68 

(3) Marketing and processing Societies .... 8 

(4) Industrial Societies . . . ... . 10 

(5) Writers’ societies 5 

(6) Transport societies. . . . . . . 4 

(7) Others . 14 


Total 121 


2.16. Various multi-unit societies are governed by 
different Cooperative Societies Acts of the States where their 
principal place of business is located. When the Multi-unit 
Cooperative Societies Act was enacted, there was hardly 
any national cooperative federation. The cooperative move¬ 
ment in the country has made rapid strides, particularly in 
the last decade. The activities of various sectors of the 
cooperative movement like credit, marketing, processing, 
etc., have expanded to significant dimensions, leading, 
logically, to the establishment of cooperative federations at 
various levels. The National Cooperative Union of India is 
the apex organisation of the Indian cooperative movement; 
it has as its members, state and national level institutions 
functioning in different spheres. The history of this organisa¬ 
tion could be traced to 1929 when it was organised as an 
association of state cooperative unions, then known as co¬ 
operative institute?. Jt was earlier known as the Indian Co¬ 
operative Union. In 1952, its name was changed to All 
India Cooperative Union and, in 1961 to National Coopera¬ 
tive Union of India. The objectives of the National Co¬ 
operative Union are to promote and to develop cooperative 
movement in India, to educate, guide and assist the people 
in their efforts to build up and expand the cooperative 
sector, and to serve as an exponent of cooperative opinion in 
the country. Besides being the chief spokesman of the 
movement, it has assumed a specific responsibility for co¬ 
operative training and education in the country. In the 
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important fields of cooperative activity relating to agricultural 
credit processing and marketing of agricultural produce, 
consumer cooperatives etc., a number of cooperative 
federations at national level have been established in recent 
years. 

2.17. The main objective of these national federations 
is to provide necessary administrative, technical, business 
and other support to cooperatives in their respective fields 
of activity. The cooperative movement is to march pro¬ 
gressively towards self-reliance and self-regulation; the 
national federations have a large contribution to make in 
achieving these objectives. These federations have also a 
leading role to play in bringing about an effective coordina¬ 
tion between various sectors of the cooperative movement 
like credit and marketing, consumers and marketing etc. The 
effective cooperation among cooperatives would ensure that 
various sectors of the movement, instead of operating in 
isolation, will impart strength to, and benefit from, each 
other, and function as a ‘well-rounded and inter-locked co¬ 
operative, movement’ for the benefit of the farmer, the artisan 
and the worker. A preliminary pre-requisite for coordinated 
functioning is a common legal frame work for all the 
national federations, whereas, at present, various national 
federations are governed by different State Cooperative 
Societies Acts. 

2.18. Another inadequacy of the present Multi-unit 
Cooperative Societies Act, 1942 relates to the role of the 
Central Government. Although, under the Constitution, 
executive and legislative responsibility for multi-unit co¬ 
operative societies vests in the Central Government, that 
Government practically has no role except appointing a 
Central Registrar. As a multi-state society is now registered 
under, and governed by, the State Cooperative Societies Act 
of the State where its principal place of business is located, 
all the appeals and other powers of the Government under 
the Acts now vest in the State Governments only and not the 
Central Government. This leads to an anamolous situation 
where the actions of the Central Registrar, appointed by the 
Central Government are appealable only to the concerned 
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State Government and not to the Central Government. In 
view of the constitutional responsibility of the Central Gov¬ 
ernment should have jurisdiction over the multi-unit coopera- 
existing situation needs to be remedied and the Central Gov¬ 
ernment should have jurisdiction over the multi-unit coopera¬ 
tive societies. 

2.19. Working Group on Cooperation (1968) —The 

Working Group on Cooperation (1968) appointed by the 
Administrative Reforms Commission reviewed the existing 
position of multi-unit cooperative societies and made the 
following recommendations : 

“We would also like to refer in this connection to the 
inadequacy of the legislation governing multi-unit 
societies. At present, the Multi-unit Cooperative 
Societies Act is only an enabling legislation. Section 3 
of the Act provides that for the purposes of registration, 
control and dissolution, a multi-unit society will be 
governed by the Cooperative Societies Act of the State 
where its principal place of business is situated. The 
Multi-Unit Act was passed in 1942 when there were 
very few multi-unit societies, and most of them were 
credit societies. The emergence of national and regional 
federations and growing inter-State relations between 
cooperatives require a full fledged central legislation 
governing various aspects of these societies. The pre¬ 
sent enabling legislation should, as early as possible, be 
replaced by a comprehensive Multi-unit cooperative 
Societies Act which should be administered by the 
Central Registrar in the Union Department of Coopera¬ 
tion.” 

2.20. Review Committee of the N.C.UJ.—The Review 
Committee appointed by the National Cooperative Union of 
India also examined the present position regarding national 
federations and observed: 

“With the growth of national federations in the different 
sectors of the cooperative movement, it has become 
imperative that there should be a central authority 
administering the laws and looking after the growth of 
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these institutions as national organs subservient to the 
cause of their constituents at the state level and below. 
A multi-state cooperative law should be enacted in the 
Parliament to take over this growing requirement at the 
national level and a suitable authority created for the 
purpose at the Centre to look after the interests of the 
national level federations. It is also expected that the 
same authority at the Centre will take some promotional 
interests in the cooperative movement as a whole.” 

2.21. Constitutionally, legislative and executive jurisdic¬ 
tion over multi-unit cooperatives vests in the Central Gov¬ 
ernment. The absence of a self-contained and uniform 
legislation governing various aspect of all multi-unit societies, 
and the inadequacy of the present Multi-unit Cooperative 
Societies Act to meet the growing requirements of the 
expanding activities of national federations and inter-state 
cooperative organisations, point to the need, as suggested by 
the Committees referred to in the preceding paragraphs, for 
a central legislation for multi-unit cooperative societies. In 
view of these considerations, the Central Government have 
also, in principle, recognised the need for a comprehensive 
central legislation for all multi-unit cooperative societies in 
the country. 

2.22. Canadian Experience.—The experience of Canada 
which has a federal Constitution and where ‘cooperation’ is 
a Provincial subject would be relevant while considering the 
need for a Central legislation for multi-unit cooperatives, 
in Canada. 

“Cooperation is a subject in the provincial field and 
consequently almost all legislation is by the Provincial 
Government. The dominion Government have, how¬ 
ever, taken certain steps to enable the formation of 
organisations operating in more than one province: 

(i) In 1953, the Cooperative Credit Associations 
Act was placed on the Statute Book by the 
Dominion Government to enable the incorpora¬ 
tion of the National Credit Society. 
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(ii) Certain cooperative organisations have register¬ 
ed themselves under certain sections of the 
Federal Companies’ Act. This is so particular¬ 
ly hi respect of insurance activities, in regard 
to which the federal government has consider¬ 
able power.”* 

It is also reported!: 

“Since 1938, every province in Canada has had legisla¬ 
tion governing the incorporation of cooperative associa¬ 
tions and societies. 

Where existing legislation is found inadequate, it is 
sometimes necessary or desirable to petition Parliament 
or the appropriate Legislature for a special Act embody¬ 
ing the required features. Some of the larger coopera¬ 
tives in Canada have been incorporated by special 
legislation. At least four have been incorporated by the 
Dominion Parliament e.g. Canadian Cooperative Proces¬ 
sors Ltd., Canadian Cooperative Credit Society Ltd. 
Where it is intended that a cooperative should engage 
in inter-provincial or export trade, it is usually con¬ 
sidered desirable that the incorporation should be under 
Dominion legislation, in order that the cooperative will 
have powers to operate in all provinces. Several attempts 
to obtain a Dominion Cooperative Associations Act of 
general application have failed. 

Another alternative is to incorporate under provincial 
law and re-register in those provinces where the coopera¬ 
tive desires to operate, e.g., the Canadian Cooperative 
Implements Ltd., Federated Cooperatives Ltd. and 
Consumers Cooperative Refineries Limited.” 

2.23. Recently, a Bill was introduced in the Canadian 
Parliament for enacting Canada Cooperative Associations 


♦Corporation in Canada—Report of the Indian Commission— 
page 90 of Volume I. 

tCanadian Cooperative Law by W.B. Francis, pages'16-18. 
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Act. The main objects of this Bill is to provide for in¬ 
corporation and regulation of inter-provincial cooperative 
associations. An extract of clause 5 of the Bill regarding 
incorporation of such associations is given in Annexure VI. 

2.24. In the light of what is stated above, it appears to 
us that central legislation concerning multi-state cooperative 
societies is not only constitutionally valid, but also in accord 
with the trends emerging in other countries which have a 
federal form of government. 



CHAPTER III 

APPROACH TO FUTURE LEGISLATION 

Issues for consideration.—In the preceding Chapter, we 
traced the history of the present Multi-Unit Cooperative 
Societies Act, referred to its inadequacies, and also explain¬ 
ed the considerations underlying the need for a comprehen¬ 
sive central legislation on multi-state cooperative societies. 
Before proceeding, in the next Chapter, to consider, in broad 
detail, the scope of the proposed legislation, we discuss in 
this Chapter, as required by the later part of our first term 
of reference, the basis on which such legislation has to be 
framed. Some basic aspects which are relevant to the con¬ 
sideration of a legislative framework for multi-state coopera¬ 
tive societies are:— 

(i) What should be the primary objective of such legis¬ 
lation? 

(ii) What are the basic cooperative principles that 
should be incorporated in the legislation? 

(iii) What are the special features of a multi-state co¬ 
operative society? To what extent the normal pro¬ 
visions contained in the state cooperative laws 
could form the basis for multi-state cooperative 
societies? 

(iv) Whether the general ‘cooperative policy’ enunciated 
by the Government, needs to be reflected in the 
proposed legislation? 

The above aspects are considered in this Chapter. 

3.2. Special legislation foe cooperatives.—A cooperative 
is a voluntary association of persons; it is an economic insti¬ 
tution informed by social purpose and not motivated by 
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‘entrepreneurial profits’; it is a democratic organisation own- 
«d and controlled by those utilising its services. A combi¬ 
nation of all these features mark out cooperatives as distinct 
organisations, different from other types in the private or 
public sector. As a corollary, to function as legal corporate 
entities, cooperatives need a special legislative framework 
suited to their requirements. It is in recognition of this that 
Governments in a number of countries have been paying spe¬ 
cial legislative attention to cooperatives. “It is significant 
that countries with well-developed and economically sound 
cooperatives also have a stable cooperative legislation.”* 

3.3. Objectives of cooperative legislation. —What the 

objectives and scope of cooperative legislation should be, 
have been succinctly described as follows! : — 

“True cooperation draws its inspiration from realms 
where the state’s writ does not run. Cooperative move¬ 
ments are not created by legislation. Nevertheless, 
without an appropriate legislative framework a co¬ 
operative movement in the form of a growing economic 
organism is not possible or even conceivable. The right 
of individuals to associate in cooperative societies and 
the right of the societies to unite in federations must be 
recognised, at least in so far that both societies and 
federations are induced with legal personality and enjoy 
the protection of the law on equal terms with all other 
types of business undertakings. 

They need* of course, something more. Protection must 
not take the form of strait-waistcoat. On the country, 
the legal harness must allow for the free play of funda¬ 
mental cooperative principles and the normal develop¬ 
ment of cooperative organisations according to the needs 
of their members and their own laws of growth. How 
these principles, which are constant and common to all 
genuine species of cooperative association, are to be 

♦International Handbook of Cooptrative Legislation by Valko— 
Page 14. 

+Mr. Watkins’s preface to International Handbook of Co¬ 
operative Legislation. 
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expressed in the juristic vocabulary and given their place 
in the legal system of each nation is the practical pro¬ 
blem of the legislator. 

But the legislator must understand the nature of that 
or which he legislates. How fortunate was the United 
Kingdom that the industrial and Provident Societies Acts 
of 1852 and 1862 were drafted by men who understood 
cooperation enough to know what not to put into them 
And what a difference it would have made to the British 
cooperative movement if this legislation had been plac¬ 
ed in the setting of the Companies Acts instead of the 
Friendly Societies Acts.” 

3.4 The emphasis is thus on the flexibility of coperative 
law to provide for the free play of fundamental cooperative 
principles and the normal development of cooperative orga¬ 
nisation according to the needs of their members and their 
own laws of growth. It is interesting to note that a similar 
approach to cooperative legislation is reflected in Sir Denzil 
Ibbeston’s speech introducing Cooperative Credit Societies 
Bill, 1904. A copy of his speech is given at Annexure VI1. 
The following quotation from his speech brings out the basic 
approach to the first cooperative legislation undertaken in 
the country : 

“Certain broad principles must be laid down, and cer¬ 
tain precautions must be insisted upon; but within those 
principles and subject to those precautions, the people 
must in the main be left to work out their own salvation 
on their own lines, the function of Government being 
confined to hearty sympathy, assistance and advice 
Guided by these considerations we have kept two car¬ 
dinal objects in view in framing the present Bill. The 

first is simplicity . Simplicity is the first essential fo- 

success. The second is elasticity. Our aim has been t<> 
lay down merely the general outlines, and to leave the 
details to be filled in gradually on lines which the expe¬ 
rience of failure or success, and the nautral develop¬ 
ment of the institutions may indicate as best suited to 
each part of the country.” 
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3.5 Normally, legislation for cooperatives has the follow¬ 
ing three phases: 

(i) the Act which is discussed and passed by the Legis- 
ture; 

(ii) the Rules framed by the Government in pursuance 
of the provisions of Act which the legislature, if it 
considers necessary, could modify; and 

(iii) the bye-laws of a cooperative which express the real 
intention of the participating members, and framed 
within the parameter of the Act and the Rules. 

Note. —Besides the above which constitute cooperative legislation 
the general laws of the country in respect of matters not covered 
by the Cooperative Act and the Rules, are also applicable to 
cooperatives. 

The legislation with which we are concerned in this 
Report, should “provide the broad legal framework for faci¬ 
litating the registration and working of cooperative societies 
and also for providing the necessary agency and authority 
for their guidance, supervision and control. It is customary 
to relegate to the rules, matters in respect of which a certain 
degree of elasticity is necessary and matters which are Largely 
of procedural nature. To incorporate either of them in the 
Act would make it not only rigid but cumbersome. For 
instance, matters relating to the maximum credit limit of a 
society, the forms and standards of fluid resources to be 
maintained by it, the audit fees to be levied, the investment 
of the Reserve Fund etc., require a considerable degree of 
elasticity from one class of society to another...”* Along 
with the Act and the Rules, the bye-laws adopted by the parti¬ 
cipating members and registered under the provision of the 
Act, constitute an integral part of the legal basis of a coope¬ 
rative. The bye-laws define the objects for which the society 
has been formed, describe its functions, and regulate its consti¬ 
tution, management and operations. The legislation should, 
therefore, provide the general basis for the protection of co¬ 
operative character, and also create an authority for the in¬ 
corporation, regulation and winding up of the cooperatives. 
The Act should-broadly determine the external limits within 
which cooperatives will function as provided by their bye¬ 
laws. _ 

♦Report ofthe Committee on Cooperative Law (1957) appointed 
by the Ministry of Food and Agriculture—Page 25. 
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3.6 Another important consideration which is crucial to 
the framing of legislation for multi-state cooperative societies, 
arises from the provisions of the Constitution. As indicated 
in Chapter II, ‘Cooperative Societies’ is a State subject; but 
societies with objects extending beyond one state fall within 
the jurisdiction of the Centre. Thus, the single-state coope¬ 
rative societies will be governed by the respective State Co¬ 
operative Societies Acts; the central legislation is also applic¬ 
able to cooperatives but to a special category of cooperatives 
whose objects extend beyond one State. Some of the repre¬ 
sentatives of the State Governments, while giving evidence 
before our Committee, voiced an apprehension that the ins¬ 
trument of multi-state cooperative legislation might be used 
to encroach on the executive and legislative responsibilities 
of the State Governments. While we do not share this appre¬ 
hension, care should however be taken to ensure that the 
multi-state cooperative societies law provides for the incor¬ 
poration of only genuine multi-state cooperative societies, 
that is, societies whose very nature of functions dictates that 
their membership should necessarily be drawn from more 
than one State. To obviate any blurring of responsibility 
between the Centre and the States regarding cooperative 
societies, the proposed legislation should, in unequivocal 
terms, define the cooperatives that would all under its pur¬ 
view. We deal with this theme in greater detail in the next 
Chapter. 

3.7 We would, however like to emphasise that the very 
objectives of a comprehensive central legislation is to faci¬ 
litate the organisation and functioning of genuine multi-state 
societies. Cooperatives are essentially business organisations; 
trade transcends the territorial jurisdictions of any particular 
state, calling for organisation of federal cooperative societies 
with inter-state jurisdiction. The authorities administering 
the central legislation should, therefore, promote the emerg¬ 
ence of such inter-state cooperatives. 

3.8 In Chapter II, we mentioned that one of the reasons 
for undertaking comprehensive legislation for'multi-state co¬ 
operative societies is the promotion of inter-cooperative rela¬ 
tions and coordination of activities of various sectors of the 
cooperative movement at the national level. This coopera¬ 
tion among the cooperatives may toar?ifest-*itsd£iUi different 
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forms of joint ventures, business partnership, financial parti¬ 
cipation, technical collaboration and administrative coordi¬ 
nation. While it would not be possible to provide specifically 
for all conceivable forms of cooperation between various 
types of multi-state cooperative societies, the law should be 
flexible enough to admit of all healthy coordination between 
these cooperatives. 

3.9 Cooperative principles. —Cooperative laws do not 
attempt a legal definition of cooperative; but the basic prin¬ 
ciples characteristic of cooperatives are incorporated in the 
law. The principles which were generally adopted all over 
the world, were first enunciated by the Rochdale Equitable 
Pioneers Society which was founded on December 21, 1844, 
in England. The Pioneers evolved principles and methods of 
operations which were capable of being standardised and of 
serving as a guide fof future cooperatives. These principles 
came to be recognised as fundamental to cooperative organi¬ 
sations. The Rochdale principles are:— 

(i) Democratic control. 

(ii) Freedom for new members to join, i.e. the principle 
of open membership. 

(iii) Payment of limited interest on capital. 

(iv) Distribution of surplus among members in propor¬ 
tion to their transactions. 

(v) Political and religious neutrality. 

(vi) Cash trading. 

(vii) Education of members. 

3.10 The Commission on Cooperative Principles appoint¬ 
ed by the International Cooperative Alliance and which was 
presided over by the renowned Indian cooperator, late Prof. 
D. G. Karve, has re-enunciated these principles as follows:— 

(i) Membership of a cooperative society should be 
voluntary and available without artificial restric¬ 
tion or any social, political, racial or religious dis¬ 
crimination, to all persons who can make use of its 
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services and are willing to accept the responsibili¬ 
ties of membership. 

<ii) Cooperative societies are democratic organisations, 
their affairs should be administered by persons elect¬ 
ed or appointed in a manner agreed by the members 
and accountable to them. Members of primary 
societies should enjoy equal rights of voting (one 
member, one vote) and participation in decisions 
affecting their societies. In other than primary 
societies, the administration should be conducted 
on a democratic basis in a suitable form. 

(iii) Share capital should only receive a strictly limited 
rate of interest, if any. 

(iv) Surplus of savings, if any, arising out of the opera¬ 
tions of a society belong to the members of that 
society and should be distributed in such manner 
as would avoid one member gaining at the expense 
of others. This may be done by decision of the 
members as follows:— 

(a) By provision for development of the business 
of the cooperative; 

(b) By provision of common services; or 

(c) By distribution among the members in propor¬ 
tion to their transactions with the society. 

(v) All cooperative societies should make provision for 
the education of their members, officers and emplo¬ 
yees and of the general public, in the principles and 
techniques of Cooperation, both economic and 
democratic. 

(vi) All cooperative organisations, in order to best 
serve the interests of their members and their com¬ 
munities should actively cooperate in every practi¬ 
cal way with other cooperatives at local, national 
and international levels. 

These principles which define the essential features of co¬ 
operatives, should for the most part find expression in co¬ 
operative legislation. 

3—1 C D & C/72 
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Cooperative Legislation in India—Background 

3.11. Cooperative Credit Societies Act, 1904.—Before 
examining how far the State Cooperative Societies Acts could 
form the basis for the proposed multi-state cooperative legis¬ 
lation, it would be useful to briefly trace the history of co¬ 
operative legislation in the country. At the close of the 19th 
century, ad-hoc attempts were made to organise cooperatives 
in some States like United Provinces, Punjab etc. But no 
progress could be made without a special legislation as the 
Companies Act was considered wholly unsuitable to coope¬ 
ratives. In 1892, the then Madras Government placed Sir 
Frederick Nicholson on special duty to study the theory and 
practice of agricultural and other land banks in Europe and 
to suggest ways and means by which a similar movement 
might be popularised in India. Nicholson’s invaluable Re¬ 
port on The Possibility of Introducing Land and Agricultu¬ 
ral Banks into the Madras Presidency’ and also the Report 
on People’s Bank for Northern India’ by another civilian Mr. 
Dupemex aroused interest in setting up cooperatives in this 
country as a measure to relieve rural poverty aggravated by 
chronic indebtedness. The Government of India appointed 
a Committee under Sir Edward Law, and this Committee’s 
recommendations formed the basis of the Cooperative Credit 
Societies Act, 1904. This Act ushered in the cooperative 
movement in this country. For a detailed statement of the 
scope and objects of this Act, a reference is invited to An- 
nexure VII, which contains extracts of Sir Denzil Ibbeston’s 
speech introducing the Bill. 

3.12. Cooperative Societies Act, 1912.—The 1904 Act 
provided for organisation of only primary credit societies 
urban and rural. That Act did not give legal protection to 
societies organised for purposes other than credit. Nor did 
it contemplate formation of federal organisations. These 
lacunae were removed by the Cooperative Societies Act of 
1912, which granted legal recognition to production and 
•distribution societies and also federal cooperative organisa¬ 
tions. 


3.13. ‘Cooperative Societies’ becomes a State subject.—In 
terms of Devolution Rules framed under the Government of 
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India Act 1915, as amended in 1919, ‘cooperative societies’ 
became a ‘provincial* and ‘transferred’ subject. Each pro¬ 
vince began to enact its own legislation for its cooperatives. 
The Bombay Cooperative Societies Act, 1925 was the first in 
the series, followed by enactment in other States. Under the 
Government of India Act, 1935, ‘Cooperative Societies’ 
became a provincial subject. Now, under our Constitution 
also, ‘cooperative societies’ has been listed as a State subject. 

3.14. The new role of cooperatives. —Cooperative laws 
provide for the practical needs of cooperation, and such 
legislation is closely related to the actual conditions of co¬ 
operatives. Cooperative legislation is, therefore, profoundly 
influenced by the importance of the role the cooperatives 
have in the economic structure of the country. Cooperation 
was introduced in India mainly as a defensive mechanism for 
dealing with the problem of rural indebtedness. The dawn 
of Independence in 1947 and the advent of planned economic 
development ushered in a new era for cooperatives. The 
key-note of our economic planning is ‘Growth with Social 
Justice’. The role of cooperatives in our planned economy 
has been described in the following terms:— 

“In a planned economy pledged to the values of socia¬ 
lism and democracy, cooperation should become pro¬ 
gressively the principal basis of organisation in many 
branches of economic life, notably in agriculture and 
minor irrigation, small industry and processing, market¬ 
ing, distribution, supplies, rural electrification, housing 
and construction and the provision of essential amenities 
for local communities. Even in medium and large in¬ 
dustries and in transport, an increasing range of activi¬ 
ties can be undertaken on cooperative lines. The socia¬ 
list pattern of society implies the creation of large 
numbers of decentralised units in agriculture, industry 
and the services. Cooperation has the merit of com¬ 
bining freedom of opportunity for the small man with 
benefits of large scale management and organisation as 
well as goodwill and support from the community. Thus, 
a rapidly growing cooperative sector, with special em¬ 
phasis on the needs of the peasant, the worker and the 
consumer becomes a vital factor for social stability, for 
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expansion of employment opportunities and for rapid 
economic development. Along with the growing public 
sector and a private sector which function with responsi¬ 
bility to the community as a whole, the influence of co¬ 
operation extends far beyond the particular activities 
organised on cooperative lines, and gives to the social 
structure and the national economy, balance, direction 
and a sense of values.”* 

Cooperation has thus emerged as a distinct sector in our 
national economy. 

3.15. Concept of State partnership and participation in 
cooperatives.—The publication, in 1954, of the Report of 
the Committee of Direction of All India Rural Credit Sur¬ 
vey, represents a major land mark in the history of the co¬ 
operative movement in India. The recommendations of this 
Committee led to, for the first time, a comprehensive and 
integrated approach to rural cooperative development in the 
country. One of the basic principles of what is known as 
the ‘Integrated Scheme of Rural Credit’ formulated by that 
Committee, is that the State should participate in the share 
capital of various types of cooperatives at different levels to 
provide the initial momentum and strength to coopera¬ 
tives. The natural corollary of state partnership in coopera¬ 
tives is the concept of state participation in management. 
Consequent (m the acceptance of the principles of state part¬ 
nership in the share capital of cooperatives and state parti¬ 
cipation in their management, the State Cooperative Socie¬ 
ties Acts came to be amended to incorporate these principles. 
These principles are also applicable to multi-state coopera¬ 
tives, particularly the national and regional cooperative 
business organisations for accelerating their pace of develop¬ 
ment and facilitating their operations. We deal with this 
subject in greater detail in the succeeding Chapter. 

3.16. Report of the Committee on Cooperative Law 
(1957).—To facilitate coordinated development and progress 
of the cooperative movement in the new context, the State 
Cooperative Societies Act required to be amended. To 


•Third Five Year Plan Page 200. 
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quicken this legislative process, the Government of India 
appointed a Committee on Cooperative Law with the follow¬ 
ing terms of reference : — 

(a) To review the existing cooperative legislation and 
to make recommendations for a simple legislative 
measure generally suited to the whole country to 
facilitate coordinated progress of the movement. 

(b) To examine, in the light of recommendations of 
the Rural Credit Survey Report, the modifications 
necessary in the Cooperative Societies Act and rules 
for giving effect to the concept of state partnership 
in share capital and state participation in manage¬ 
ment of cooperative societies. 

(c) To examine the existing provisions relating to vari¬ 
ous types of cooperative societies listed below and 
to suggest if any modifications are required in the 
Act, Rules as well as bye-laws so that these socie¬ 
ties may be able to play an increasingly important 
role in the economic development of the country. 

<i) Credit; 

(ii) Marketing; 

(iii) Processing; 

<iv) Irrigation; 
iv) Dairying; 

(vi) Fanning; 

(vii) Small scale and Village and other industries; 
(viii) Consumers; 

(ix) Labour contract. Construction and Housing; 

(x) Transport, etc. 

<d) To prepare standard sets of bye-laws which would 
facilitate the proper and smooth working of the 
new types of societies which are sought to be 
encouraged under the changed economic and social 
policy; and 
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(e) To consider other related matters. 

This Committee prepared a Model Cooperative Societies Bill, 
a Model Cooperative Societies Rules and a set of model Bye¬ 
laws of a few important types of cooperative societies. The 
Government of India circulated the Committee’s Report to 
the State Governments with the request to appoint a small 
Committee in each State to consider amendments to the 
state laws. 

3.17. NDC Resolution, 1958.—The National Develop¬ 
ment Council, in its meeting in November, 1958, considered 
the question of simplification of cooperative law and proce¬ 
dure, and observed:— 

“Many of the existing procedures impede the develop¬ 
ment of cooperation as a popular movement in which 
small groups and communities can function freely and 
organise their work and activities along cooperative 
lines without excessive official interference and red tape. 
The restrictive features of the existing cooperative legis¬ 
lation should be removed and both the present coopera¬ 
tive laws and the model legislation and rules which 
have been under the consideration of States should be 
modified in accordance with the approach outlined in 
this Resolution.” 

A copy of the note on ‘Simplification of Cooperative Law 
and Procedure’ circulated to the National Development Coun¬ 
cil meeting is given at Annexure VIII. The then Ministry 
of Community Development and Cooperation, in its policy 
letter No. 1-12/59-Coop. 1, dated the 11th May, 1959, 
addressed to all State Governments, made the following sug¬ 
gestions regarding simplification of cooperative law and pro¬ 
cedure:— 

“The existing position, particularly in respect of the 
procedure and rules, is not at all satisfactory. The law 
must clearly provide for various measures of regulation, 
control, supervision, audit, etc. A good deal of the 
criticism that is directed towards the rigidity of the co¬ 
operative law or concentration of authority in the Regis¬ 
trar really applies to the manner in which the law is 
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administered or procedures followed by the cooperative 
department. In this respect, considerable improvement 
is both desirable and possible. It is necessary that in 
exercising the controls provided in the law, rule, etc. 
there should be the closest possible association with 
representative non-official cooperative organisations. 
Where sound organisations exist, some of the powers 
could also be delegated to them. In States where non¬ 
official organisations either do not exist or are weak, 
they must be created or strengthened. The ultimate 
object in this respect must be to delegate as many 
powers as possible to such non-official organisations and 
to exercise other powers in close consultation with them. 
Only then can the movement become a people’s move¬ 
ment governed by the people. 

The law, rules and procedures vary from State to State 
and it is, therefore, not possible to make any uniform 
recommendations. It is suggested that State Govern¬ 
ments should consider the appointment of small commit¬ 
tees of officials and non-officials to examine the whole 
question and submit detailed proposals to Government 
for consideration and action at an early date.” 

3.18 As suggested by the Government of India, most of 
the State Governments appointed special Committees or 
referred their cooperative laws to their State Cooperative 
Councils for consideration, and all the State Governments 
excepting Assam, Bihar and Nagaland have modified their 
cooperative legislation either by enacting a new Act or by 
amending their existing legislation. The question of amend¬ 
ment of cooperative legislation in Assam, Bihar and Naga¬ 
land is also under consideration of the respective State Gov¬ 
ernments. The salient features of the new Cooperative Socie¬ 
ties Acts enacted by the various State Governments are given 
in Annexure IX. 

3.19. Conference of Chief Ministers and State Ministers 
of Cooperation (1968).—In the context of large reliance pla¬ 
ced on cooperatives for rural, economic development and the 
financial and other support extended by the States to the co¬ 
operative sector, the Conference of Chief Ministers and State 
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Ministers of Cooperation, which met at Madras in 1968, con¬ 
sidered certain aspects of internal management of coopera¬ 
tives. The objective was to ensure that management of a 
cooperative does not tend to be perpetually dominated by 
any one or a group of individuals belonging to a particular 
section of the local population, and that the economic bene¬ 
fits conferred by cooperatives, flow in a larger measure to the 
weaker sections of the community. The important legisla¬ 
tive measures suggested by the Conference related to:— 

(i) Exclusion of money-lenders etc., from becoming 
members of cooperatives. 

<ii) Reservation of seats on the Board of Management 
of cooperatives for weaker sections. 

tiii) Restriction on holding office for more than the 
prescribed term. 

<iv) Restriction on holding office simultaneously in a 
number of institutions. 

<v) Regulation of loans to office-bearers. 

(vi) Regular election by an independent authority. 

A copy of the Union Department of Cooperation policy letter 
No. 4-30/68-UTB&C dated the 30th July, 1968, suggesting 
to the State Governments the legislative and other measures 
to be taken to implement the recommendations of the Con¬ 
ference, is at Annexure X. The progress of the legislative 
measures taken by the various State Governments to give 
effect to the recommendations of the Conference is indicat¬ 
ed in Annexure XI. 

3.20 The emphasis in cooperation on weaker sections 
stems from the concept that cooperatives represent the eco¬ 
nomic instrument of the ‘small man’ to fight exploitation, to 
counteract monopoly and to obtain the benefits of large scale 
technology on the basis of voluntary association and demo¬ 
cratic action. It may be noted in this connection that in 
many countries, including India, agricultural credit coopera¬ 
tives were organised initially on the basis of unlimited liabi¬ 
lity of the members. It has been observed that “the system 
known as unlimited liability in Germany is well calculated 
to frighten away the more wealthy farmers.”* Incidentally, 

♦Calvert's Law an-!Pr ; nc ; p!es of cooperation—Page 50. 
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it is of interest to note that this principle of directing the 
efforts of cooperatives to benefit weaker sections, was also 
incorporated in the Preamble to the 1912 Act, which refer¬ 
red to “the formation of cooperative societies for the promo¬ 
tion of thrift and self-help among agriculturists, artisans and 

persons of limited means.” Further, when the first 

legislation in India was undertaken in 1904, it was empha¬ 
sised that “it was necessary to take such precautions as might 
be needed in order to prevent speculators and capitalists 
from availing themselves, under colourable pretexts, or privi¬ 
leges which were not intended for them.* 

3.21. State Cooperative Sodcttea LegMatinaa aa a guide- 

Ibe.—While considering the basis for framing the proposed 
comprehensive multi-state cooperative societies legislation, 
we have examined the extent to which the provisions of the 
Model Cooperative Societies Bill prepared by the Committee 
on Cooperative Law in 1957 and the normal provisions of 
the State Cooperative Societies Acts should be drawn upon. 
The Model Bill and the State Cooperative legislations do set 
the pattern for the proposed legislation in so far as they 
relate to matters in respect of which provisions need to be 
made in that legislation; they provide an excellent guide to 
the formulation of the structure of the proposed legislation. 
While considering the pattern of Indian cooperative legisla¬ 
tion, it is relevant to note that Margaret Digby, in her ‘Digest 
of Cooperative Law at Home and Abroad’ distinguished cer¬ 
tain principal types of cooperative legislative systems in the 
world and the cooperative legislation in India was one of 
them’, t It is also of significant interest to note the obser¬ 
vations made by the Study Team sent by the Government of 
India to Israel in 1959, that the Cooperative Societies Ordi¬ 
nances issued in Israel in 1920 and also in 1933 were model¬ 
led on the Indian Cooperative Societies Act of 1912 and the 
Bombay Cooperative Societies Act, 1925, respectively. The 
1933 Ordinance, the Study Team noted, “is based largely on 


*S<r Denril Ibbeston’s speech vide Annexure VII. 

tPage 12 of Voiko’s International Handbook of Cooperative 
legislation. 
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the Bombay Cooperative Societies Act of 1925. In fact, 
several of the sections are a verbatim copy of the Bombay 
Law.”* 


3.22. Some special features of Multi-State Cooperative 
Societies.—The basic structure of the proposed legislation* 
we consider, should be on the pattern of the State Coopera¬ 
tive Societies Acts. Some of the provisions of the existing 
State legislations may be incorporated in toto in the Multi- 
State Cooperative Societies Legislation. The substance of 
some of the important provisions governing multi-state socie¬ 
ties, however, has to be different from those relating to 
single-state societies. Some of the provisions contained in 
the State Acts may not be of much relevance to multi-state 
cooperative societies. Firstly, it has to be noted that the 
State Cooperative Societies Acts have some special provisions 
for primary agricultural credit societies e.g., provisions relat¬ 
ing to unlimited liability of members, first charge of a coope¬ 
rative society on the land or interest in land of a member 
etc. This is natural because of the 3.3 lakh cooperative 
societies in the country, over 1.6 lakh societies are primary 
agricultural credit societies. We do not envisage any multi¬ 
state cooperative societies for provision of agricultural credit 
to individual farmers—nor is such a society necessary. 
Secondly, multi-state societies are inter-state organisations 
with membership spread over more than one state, and, in 
some cases, all over the country. Thus, the type of coopera¬ 
tive societies that come under the purview of the multi-state 
cooperative societies legislation are different from those 
under the State legislation and have to be, as already men¬ 
tioned, carefully defined. Thirdly, the multi-state cooperative 
societies are normally large institutions and therefore the- 
provisions relating to their constitution and internal manage¬ 
ment have to be made keeping in view the special require¬ 
ments, particularly of National Federations. Fourthly, the 
wide jurisdiction of multi-state cooperative societies poses- 
practical problems of supervision over, and guidance to, the 


•Report of the Study Teams on the work'ng of the Cooperative 
Movement in Yugoslavia and Israel (.I960)—Page 66. 
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societies, and the machinery to be created for this purpose 
under the law should be designed to meet the practical re¬ 
quirements of these societies. 

3.23. Types of Multi-State Cooperative Societies.—Multi¬ 
state cooperative societies are of different types in terms of 
their functions or structure. The types could be: societies 
which deal directly with their individual members spread 
over more than one State; federal societies which are essen¬ 
tially in the nature of promotional organisations for provid¬ 
ing guidance and leadership to the cooperative movement as 
a whole, or to defined sectors of the movement, and which 
do not undertake any production or business activity on their 
own; federal societies which undertake production or trading 
activity for the benefit of their members. It is possible that 
some of the societies may fall into more than one type des¬ 
cribed above. Besides, there is another class of multi-state 
cooperative societies, that is, societies which become multi¬ 
state societies consequent on the reorganisation of States, and 
for which provision has necessarily to be made in the legis¬ 
lation to facilitate their reconstitution, reorganisation etc., so 
that their jurisdiction is again confined to a single reorga¬ 
nised State. 

3.24 The need for a Central legislation for multi-state 
societies has acquired an edge because of the emergence of 
various national cooperative federations in recent years. A 
view has, therefore, been expressed that the proposed legisla¬ 
tion might provide only for federal societies—both at the all- 
India level as well as regional level—and that other types of 
societies which have predominantly individual members may 
be left to be governed, as at present, by the provisions of the 
State Cooperative Societies Acts of the States where their 
principal place of business is situated. We have considered 
this view, but do not subscribe to it. Firstly, in terms of the 
provisions of the Consitution, the legislative and executive 
responsibility for a multi-state society vests exclusively in the 
Central Government. When a comprehensive legislation is 
undertaken for multi-state cooperatives, it is appropriate to 
bring within the scope of that legislation all multi-state co¬ 
operatives instead of allowing different States Cooperatives 
Societies Acts to apply to different multi-state societies. 
Secondly, the main reason underlying the suggestion to apply 
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State Cooperative Acts to some multistate societies, we noted, 
is to facilitate supervision over those societies by the State 
Registrars and their organisations. Even if a State Coopera¬ 
tive Societies Act is made applicable to a multi-state coope¬ 
rative society, as at present, the State Registrar cannot auto¬ 
matically exercise powers under the Act over that society; 
he has to be authorised by the Central Government to exer¬ 
cise those powers. In other words, the actual machinery to 
be utilised for supervision and control over these societies is 
a matter of administrative policy of the Central Government 
and, as far as the legislative aspect is concerned, provisions 
in the Act should be flexible enough to provide for delega¬ 
tion, by the Central Government, of the powers of the autho¬ 
rity created under the Act to the officers of the State Govern¬ 
ments also. 

3.25. Reflection of cooperative policy in the legislation.— 

In paragraph 3.10, we have suggested that the generally 
accepted principles of cooperation should find expression in 
the multi-state cooperative legislation. Besides these general 
principles, cooperative legislation is also influenced by the 
attitude of the State to cooperatives and also the social and 
economic background of the country. To illustrate, as 
already pointed out earlier, the principle of State partnership 
and participation in cooperatives has been accepted in our 
country and suitable provisions have been incorporated in 
the various State Cooperative Legislations to facilitate such 
State association with cooperatives. The Rajasthan Coopera¬ 
tive Societies Act goes a step further and lays down that ‘it 
shall be the duty of the Government to encourage and pro¬ 
mote the cooperative movement in the State and take such 
steps in that direction as may be necessary’. In the special 
context of economic and social background in the country, 
certain provisions, which we have referred to in paragraph 
3.19 above, have been incorporated in the State Cooperative 
Societies Acts. The point for considerations before us is: 
Should these various aspects which relate to the realm of 
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State policy on cooperation, be incorporated in the proposed 
multi-state cooperative societies legislation? At the outset, 
we should hke to clarify that, as we are not a committee on 
cooperative policy, we do not propose to reopen all these 
issues and examine them afresh. Nor are we required by our 
terms of reference to do so. It is also not necessary, few, 
these have been examined in depth by various other Com¬ 
mittees, and discussed at length in different forums. For our 
limited purpose of recommending the provisions to be made 
in the proposed legislation, we have taken these aspects into 
account and suggested die incorporation of such provisions 
with modifications to suit the requirements of multi-state co¬ 
operative societies. 


3.26. Conclusion,—Our approach to the basic structure 
of the proposed multi-state cooperative societies legislation 
could be summed up as follows: The Act should cover all 
types of multi-state cooperative societies. The basic princi¬ 
ples of cooperation should not only find expression in the 
Act, but the relevant provisions should also be flexible, to 
admit of free play of these principles. The provisions of the 
Act should be elastic to provide for normal development of 
the multi-state societies, especially the National Cooperative 
Federations, according to their needs and own laws of 
growth, and should also facilitate various forms of healthy 
cooperation between them. The Model Cooperative Socie¬ 
ties Bill prepared by the Committee on Cooperative Law in 
1957, and the various State Cooperative Societies Acts could 
set the pattern of, and offer a basic framework for, the pro¬ 
posed legislation; but the detailed provisions on certain im¬ 
portant aspects relating to the incorporation of societies, 
their internal management etc., will have to be so framed as 
to meet the special requirements of multi-state societies. As 
‘cooperative societies’ is a State Subject under the Constitu¬ 
tion and only cooperative societies with objects extending 
beyond one State, come under the purview of the Central 
legislation, it is of utmost importance that, to avoid any 
possible blurring of responsibility between the Centre and 
the States, the types of societies that would be covered by 
the Central legislation should be clearly defined in the legis¬ 
lation itself. Further, the machinery to be created under the 



law for guiding and supervising the multi-state cooperative 
societies and also for other purposes relating to settlement of 
disputes etc., in these cooperatives, has to be designed, keep¬ 
ing in view their wide jurisdiction of the multi-state societies, 
and also the nature of their operations. Finally, certain 
accepted principles arising from State policy on coopera¬ 
tives, may also be incorporated in the legislation with modi¬ 
fications suited to the requirements of the multi-state coope¬ 
rative societies. The scope of the proposed Central legisla¬ 
tion is discussed in detail in the succeeding Chapter. 



CHAPTER IV 

SUGGESTED SCOPE OF THE PROPOSED 
LEGISLATION 

Introduction.—Our first term of reference requires us 
“to recommend the scope of the comprehensive central legis¬ 
lation” for multi-unit cooperative societies. In the preceding 
Chapter, we outlined our approach to the framing of the 
central legislation. This Chapter is devoted to a detailed 
consideration of the scope of the proposed central legisla¬ 
tion. For facility of discussion of different aspects of the 
legislation, we discuss this subject under the following broad 
headings:— 

Part I.'—Preliminary. 

Part II.—Central Registrar and Registration of societies. 

Part III.—Members and Their Rights and Liabilities. 

Part IV.—Management of Cooperatives. 

Part V.—Privileges of Cooperative Societies. 

Part VI.—Properties and Funds of Cooperative Socie¬ 
ties. 

Part VII.—Audit, Inquiry and Inspection. 

Part VIII.—Settlement of Disputes. 

Part IX.—Dissolution of Societies. 

Part X.—Execution of Awards, Decrees, Orders & deci¬ 
sions. 

Part XI.'—Appeals and Revision. 

Part XII.—Societies which become multi-state societies, 
consequent on reorganisation of States. 
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Part XIII.—Miscellaneous. 

Part XIV.—Rules making powers. 

In this Chapter, we refer to the proposed comprehensive 
central legislation as the Multi-State Cooperative Societies 
Law (MSCS Law) or merely as “the law". 



Part I—PRELIMINARY 


1.' Short title of the Act .—The present Act is called the 
Multi-unit Cooperative Societies Act. The reason for this is 
that, under the federal Constitution of the Government of 
India Act, 1935, each province was considered as a federat¬ 
ing 'unit’. The Societies with objects extending beyond one 
province, therefore, came to be called the multi-unit coope¬ 
rative societies. As the federating units under the present 
Constitution are ‘States’, the title of the proposed legislation 
may be the “Multi-State Cooperative Societies Act”. 


2. 1 erriionat Lxtent .—The present Multi-unit Coopera¬ 
tive Societies Act, 1942 as amended in 1956. extends to the 
whole of India except tha State of Jammu & Kashmir. Ttys 
Act could not be extended to the State of Jammu Sc. Kashmir 
as the relevant entry 44 in the Union List of the Seventh 
Schedule to the Constitution tp which the MUCS Act is 
rclatable was not applicable to that State. This entry has 
since been made applicable in its entirety to the State of 
Jammu & Kashmir by Constitution (Application to Jammu 
& Kashmir). Second Amendment Order, 1965, made by the 
President under Article 370 of the Constitution. The 
Multi-State Cooperative Societies Law may, therefore, extend 
to the whole of India. 


3. Application of the law.—The Law should be made 
applicable to societies with objects extending beyond one 
Stale. As we explained in Chapter I, the cardinal object of 
a society is to provide services to, and help its members. A 
society with objects extending beyond one State would, 'there¬ 
fore, denote a multi-State cooperative society whose member¬ 
ship is spread over more than one State. Some of the oldest 
multi-state cooperative societies jvere registered under the 
1912 Act e.g., Jackson Cooperative Bank of Western Rail¬ 
ways. The Law should, therefore, be made applicable to all 
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societies with objects extending beyond one State viz., socie¬ 
ties whose membership is spread over more than one State; 
these should include:— 

la) Societies which were incorporated under the Coope- 
tive Societies Act II of 1912 or any other Act relat¬ 
ing to cooperative societies in force in any State, or 
in pursuance of the provisions of the Multi-unit Co¬ 
operative Societies Act, VI of 1942; and 

lb) to all multi-state societies to be incorporated after 
the commencement of the Multi-State Cooperative 
Societies Law. 

In other words, all the multi-state cooperative societies would, 
in future, be incorporated under the MSCS Law and all multi¬ 
state cooperative societies which were already registered 
under different Acts would be deemed to be registered under 
the new Law. 

4. Definitions .—The following definitions of the terms, 
which are to be used in the Law may be incorporated in the 
definition clause:— 

(a) ‘Bye-laws’ means the registered bye-laws for the 
time being in force, and includes registered amend¬ 
ments of such bye-laws; 

<b) ‘Board’ means the governing body of a cooperative 
society, by whatever name called, to which the 
management of the affairs of the society is entrust¬ 
ed; 

<c) ‘Central Registrar’ means a person appointed to per¬ 
form the functions of the Central Registrar of Co¬ 
operative Societies under the Law and includes any 
person on whom the powers and authority exercis¬ 
able by the Central Registrar, is conferred; 

<d) ‘Cooperative Bank’ shall refer to a Multi-State co¬ 
operative society undertaking banking business and 
which shall have the same meaning as is assigned 
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to it in the Deposit Insurance Corporation Act, 
1961; 

(e) ‘Cooperative Society’ means a society registered or 
deemed to be registered under any State Coopera¬ 
tive Societies Act; 

<f) ‘Deposit Insurance Corporation’, means the Deposit 
Insurance Corporation established under section 3 of 
the Deposit Insurance Corporation Act, 1961; 

<g) ‘Government’ means the ‘Central Government’. 

(h) ‘member’ means a person joining in the application 
for the registration of a cooperative society and a 
person admitted to membership after such registera- 
tion in accordance with the Law, the rules and the 
bye-law and includes a nominal member, and the 
Central and State Governments when they subscribe 
to the share capital of a society; 

<i) ‘multi-state cooperative society’ means a society re¬ 
gistered or deemed to be registered under this Law; 

<j) ‘nominal member’ means a member who possesses 
only such privileges and rights of a member and 
who is subject only to such liabilities of a member 
as may be specified in the bye-laws; 

<k) ‘Officer’ means the president, vice-president, chair¬ 
man, vice-chairman, managing director, secretary, 
manager, member of committee, treasurer, liquida¬ 
tor administrator and includes any other person em¬ 
powered under the rules or the bye-laws to give 
directions in regard to the business of a cooperative 
society; 

<1) ‘prescribed’ means prescribed by rules; 

(m) ‘Reserve Bank’ means the Reserve Bank of India 
constituted under the Reserve Bank of India Act, 
1934; and 

(n) ‘rules’ means the rules made under the Law. 



Part II—CENTRAL REGISTRAR AND REGISTRA¬ 
TION OF SOCIETIES 

The ’general scheme under the State Cooperative Socie¬ 
ties Acts is to provide for the appointment of the Registrar 
by the State Government, and also for appointment of other 
persons To assist him, and for conferment of all or any of 
the powers of the Registrar on such person or persons. 
Many of the State Cooperative Societies Acts lay down that 
persons on whom the powers of the Registrar are conferred, 
shall function under the superintendence and control of the 
Registrar. We envisage a slightly different scheme under the 
MSCS Law for the following reasons: Firstly, incorporation 
of a multi-state cooperative society brings it under the central 
legislation, as distinct from the state legislations. Great care 
has, [therefore, to be taken in deciding on , the incorporation 
of societies under the MSCS Law. The discretion to deter¬ 
mine incorporation of multi-state societies should vest exclu¬ 
sively in the central authority created under the Law, that is, 
the Central Registrar. Secondly, from the point of view of 
administration of the Law, multi-state cooperatives may be 
broadly divided into two categories—national federations 
and othqrs. The functions of the Registrar is not merely to 
register'societies; he is to provide supervision, guidance, 
assistance, counsel and control. In respect of; national fede¬ 
rations, these functions should appropriately be the direct 
responsibility of the central authority itself and should not 
be left to be discharged by the State Registrars or others. 

’ , We have not attempted any legal defiaitiou pf a natio¬ 
nal federation. A single definition applicable to all types of 
national federations is difficult to arrive at because as ex¬ 
plained .later in this Report, of the varying composition of 
membership of different national federations. ■) Further, some 
of these federations are purely promotional institutions, and 
some others undertake business activities alio. There are, 
however, certain characteristic which a cooperative should, 
we consider, fulfil to be eligible to be classified as a national 
federation. Firstly, the bye-laws of the federation should 
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envisage state level federations becoming its members. 
Secondly, the federation, according to its byc-laws, should be 
able to draw its membership from any part of the country. 
Thirdly, the primary objective of such a federation should 
be to foster the development of cooperative movement in the 
country, as in the case of the National Cooperative Union of 
India, or to coordinate and facilitate the activities of the par¬ 
ticular sector of the cooperative movement with which it is 
concerned. For practical convenience and also for giving 
recognition to such national federations in the statute itself, 
we suggest that, instead of attempting any definition of a 
national federation in the Law, they may be listed in a sche¬ 
dule to the Act with the power to the Central Government to 
add to, or delete from, the list by a notification. 


3. We suggest that provisions on the following lines may 
be made in the Law:— 

(a) The Central Government may appoint a person to 
be Central Registrar for multi-state cooperative 
societies. 

(b) The Central Government may, by Notification, 
direct that any power or authority exercisable by 
the Central Registrar under the Law shall, in rela¬ 
tion to such societies and such matters and subject 
to such conditions as may be specified in the direc¬ 
tion, be also exercisable by such officers subordinate 
to the Central Government or the State Govern¬ 
ment, as may be specified in the Notification. 

(c) However, the powers regarding registration of multi- 
state cooperative society or the powers of Central 
Registrar in relation to a national federation, should 
be exercisable only by the Central Registrar ap¬ 
pointed under clause (a) above. 

4. Multi-State Societies which may be registered .—A 
basic criterion which a multi-state cooperative society should 
satisfy to be eligible to be incorporate under the MSCS Law 
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is that the main aim of that society is such as to render it 
necessary to have its objects viz-, beneficiaries who are its 
members, spread over more than one State. Subject to this 
essential pre-requisite, the following types of multi-state co¬ 
operative societies may be made eligible for incorporation 
under the Law:— 

(a) A multi-state cooperative society whose aim is the 
economic promotion of its members in accordance 
with cooperative principles. These will be multi¬ 
state societies with predominantly individual mem¬ 
bership e.g., thrift and credit societies for some 
class of people or multi-state societies for emplo¬ 
yees of organisations like the Railways, Joint stock 
companies etc., which operate in more than one 
State. 

(b) A multi-state society established with the main 
object of facilitating the operations of other multi¬ 
state cooperative societies and/or cooperative socie¬ 
ties. 

5. Liabilities of members.—The State Cooperative Socie¬ 
ties Acts provide for the registration of societies with ‘limit¬ 
ed’ or ‘unlimited’ liability of members. A cooperative society 
with unlimited liability means a society, the members of 
which are. in the event of its being wound up, jointly and 
severally liable for and in respect of all its obligation and to 
contribute to any deficits in the assets of the society. The 
concept of unlimited liability was evolved mainly for primary 
agricultural cooperatives in which individual farmers are 
members with a view to gaining the confidence of creditors 
etc., on the basis of collective security of all the members. 
The present trend is that even the primary agricultural credit 
societies are being encouraged to organise themselves on the 
basis of limited liability. We do not envisage any primary 
agricultural multi-state cooperative society. Provision need 
not, therefore, be made in the Law for organisation of multi¬ 
state societies on the basis of unlimited liability. Provision 
may be made only for organisation of multi-state cooperative 
societies with limited liability. ‘Limited liability’ may be 
defined to mean that the liability of the members of a society. 
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for the debts of the society in the event of its being wound 
up, is limited by its bye-laws— 

(a) to the amount, if any, unpaid on the shares respec¬ 
tively by them; or 

(b) to such amount as they respectively, undertake to 
contribute to the assets of the society. 

6. Application for registration .—The Law may provide 
that, for the purpose of registration, application should be 
made to the Central Registrar. The application should be 
signed— 

(a) in the case of a multi-state society of which all the 
members are individuals, by at least 50 individuals; 

(b) in the case of a multi-state society of which a mem¬ 
ber is a cooperative society, by duly authorised per¬ 
sons on behalf of at least two such societies situated 
in more than one State; and 

(c) in the case of a multi-state society of which a mem¬ 
ber is a multi-state society, by an authorised repre¬ 
sentative of that society and other persons joining 
in the applications for registration. 

7. Registration .—The Law may provide that a Central 
Registrar may register a multi-state society and its bye-laws, 
if he is satisfied that;— 

(a) the application complies with the provisions of the 
Law and the Rules; 

(b) the proposed multi-state society satisfied the basic 
criterion that its main aim is such as to render it 
necessary to have its members spread over more 
than one State; 

(c) the proposed bye-laws are not contrary to the pro¬ 
visions of the Law and the Rules; and 

(d) the proposed multi-state society has reasonable 
chances of success. 
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8. The Central Registrar should have full discretion to 
register or to refuse the registration of a multi-state society. 
In some cases, he might consider that a proposed mulri-state 
cooperative society could appropriately be organised a-s a 
single state society and, in such cases, he should advise the 
applicants to confine their membership to a single state and 
seek registration under the relevant State Cooperative Socie¬ 
ties Act. The Law should also provide that, where the Cen¬ 
tral Registrar refuses to register a multi-state society, he 
should communicate the order of refusal together with the 
reasons therefor to such of the applicants as may be pres¬ 
cribed. 

9. Titne-Umh for registration .—To ensure that there is no 
■undue d^lgy. in ,the registration of cooperative societies, many 
State Cooperative Societies Acts stipulate a time-limit for 
disposal;of application for registration, which varies from 
t,wo month* under the Punjab Cooperative Societies Act to 
tsix monihs under the Cooperative Societies Acts of Maha¬ 
rashtra and Mysore. A$ multi-state societies have a wide 
jurisdiction and it would necessarily take time for the Central 
Registrar to collecfail relevant information about a proposed 
multi-statessociety. A timelimit of six months may be stipu¬ 
lated for 'disposal of applications for registration. The Cen¬ 
tral Government should also have powers to extend this 
period in special circumstances. 

* ’ 

10. Registration Certificate .-*--Where a multi-state society 
is registered under the Law, the Central Registrar should 
issue a certificate of registration signed by him, which shall 
he conclusive evidence that the multi-state cooperative society 
therein mentioned is duly registered under the Law. 

11. Change of Name. -Provision may be made that a 
multi-state cooperative society may. by an amendment of its 
bye-laws, change its name, but such change shall not affect 
any right or obligation of the multi-state society or of any 
of its members or past members, and any legal proceedings 
pending may be continued by or against the society under 
its new name. Where a multi-state cooperative society 
changes its name, the Central Registrar should enter the new 
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name on the register of multi-state cooperative societies in 
place of the former name and also amend the certificate of 
registration accordingly. 

12. Change of Address .—Every society should have a 
principal place of business and should keep the Central Re¬ 
gistrar informed of its address. If a society wants to change 
its principal place of business from one State to another, it 
should be permitted to do so only after obtaining the appro¬ 
val of the Central Registrar. This is necessary because such 
transfers would involve changes in the various arrangements 
made by the Central Registrar for audit, inspection etc., of 
such societies. 

13. Change of liability .—We have suggested only incor¬ 
poration of limited liabilities under the Law. The limited 
liability would also mean a multiple of share capital. Pro¬ 
vision, may. therefore, be made for changing the extent of 
liability of the members of a multi-state sqciety through, an 
amendment of its bye-laws. The following procedure may be 
laid down for this purpose:— 

(a) When a. multi-state cooperative society has passed a 
resolution to change the extent of its liability, it 
should give notice thereof in writing to all its mem¬ 
bers' and creditors and, any member or creditor 
should*, during a period of one month from the date 
of service of the notice upon him, have the option 
of withdrawing his shares, deposits or loans. 

(b) Any member or creditor >vho does not exercise his 
option within the period specified above should be 
deemed to have assented to the change. 

(c) An amendment of a byc-law of a multi-state coope¬ 
rative society changing the extent of its liability 
shall not be registered or take effect until either— 

(i) the assent thereto of all members and creditors 
has been obtained; or 

(u) all claims of members and creditors who exer¬ 
cise the option have been met in full. 
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14. Amendment of bye-laws .—Any amendment of the 
bye-laws of a multi-state cooperative society will be valid 
only when such amendment has been registered under the 
Law. The following procedure may be laid down under the 
Law: 

(a) Every proposal for amendment should be forward¬ 
ed to the Central Registrar and if he is satisfied that 
the proposed amendment— 

(i) is not contrary to the provisions of the Law 
and the rules; 

(ii) does not conflict with cooperative principles; 
and 

(iii) will promote the economic interests of the 
members of the multi-state society, 

he may register the amendment. 

(b) The Central Registrar should forward to the multi¬ 
state society a copy of the registered amendment 
together with a certificate signed by him. 

(c) Where the Central Registrar refuses to register an 
amendment of the bye-laws of a multi-state coope¬ 
rative society, he should communicate the order 
of refusal together with the reasons therefor, to the 
multi-state society in the manner prescribed. 

(d) An 1 amendment of the bye-laws will normally come 
into force on the day on which it is registered, un¬ 
less otherwise indicated. 

15. Amalgamation transfer of assets and liabilities and 
division of multi-state societies .—While provision may be 
made for the voluntary amalgamation or division of multi- 
state cooperatve societies, we do not envisage conferment of 
any authority on the Central Registrar for the compulsory 
amalgamation or division of such societies. Such a provi¬ 
sion does exist in the State Cooperative Societies Acts, and 
is primarily meant to facilitate rationalisation of the structure 
of primary agricultural credit societies according to a plan 
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of development. The MSCS Law need not contain any pro¬ 
vision empowering the Central Registrar to direct the amal¬ 
gamation or division of multi-state cooperative societies. Some 
of the multi-state cooperative credit societies are ‘cooperative 
banks’ in terms of Deposit Insurance Corporation Act. The 
benefits of Deposit Insurance Scheme could, however, be 
availed of by the cooperative banks only when provision is 
made in the Cooperative Societies Act to enable the Reserve 
Bank to have certain powers in respect of reconstitution, 
supersession or liquidation of such banks. Necessary provi¬ 
sion may, therefore, be incorporated in the MSCS Law. Pro¬ 
vision may be made for the following procedure for volun¬ 
tary amalgamation or division: 

(a) A multi-state cooperative society may, with the pre¬ 
vious approval of the Central Registrar and by a 
resolution passed by a two-third majority of the 
members present and voting at a general meeting of 
the society: 

(i> transfer its assets and liabilities in whole or 
in part to any other multi-state cooperative/co¬ 
operative society: 

(ii) divide itself into two or more multi-state co¬ 
operative societies. 

(b) Any two or more multi-state cooperative societies 
may, with the previous apprpval of the Central Re¬ 
gistrar and by a resolution passed by a two-third 
majority of the members present and voting at a 
general meeting of each such society, amalgamate 
themselves and form a new multi-state cooperative 
society. 

(c) The resolution of a multi-state cooperative society- 
should contain all particulars of the transfer, divi¬ 
sion or amalgamation as the case may be. 

(d) However, in the case of a cooperative bank, the- 
Central Registrar will accord approval to any such 
resolution after obtaining the previous sanction of 
the Reserve Bank. 
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<e) When a multi-state cooperative society Has passed 
any such resolution, it should give notice thereof 
ip writing to all its members and creditors, and any 
member or creditor should during the period of one 
month of the date of service of the notice upon him 
have the option of withdrawing his shares, deposits 
or loans, as the case may be. 

<f) Any member or creditor who does not exercise his 
pptiop within the stipulated period should be 
deemed to have assented to the proposal contained 
in the resolution. 

(g) A resolution passed by a multi-state cooperative 
society under this section shall not take effect until 
dither— 

(0 the assent thereto of all the members and cre- 
' ditors has been obtained; or 

(ii) all claims of members and creditors who exer¬ 
cise the option referred to above within the 
period Stipulated have been met in full. 

(hj Where a resolution passed by a multi-state coopera¬ 
tive society under this section, involves the transfer 
of any assets and liabilities, such resolution should 
be deemed to be a sufficient conveyance to vest the 
assets and liabilities in the transferee without any 
further assurance. 

16. Registrar to prepare scheme of amalgamation of co¬ 
-operative banks in certain cases. —When an order of mora¬ 
torium has been made by the Central Government under 
sub-section (2) of section 45 of the Banking Regulation Act, 
1949, in respect of a cooperitive bank, the Central Registrar, 
with the previous approval of the Reserve Bank in writing, 
may during the period of moratorium, prepare a scheme : 

(i) for the reorganisation of the cooperative bank; or 

(ii) for the amalgamation of the cooperative bank with 
any other cooperative bank. 
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17. Cancellation of registration*' veMifiotUe.— Provision 
may be made for the c*nce41atk>& of the registration of a so¬ 
ciety in the Allowing case*; 

(a) Where the whole of. the assetsoand. liabilities of a. 
multi-slate cooperative society i are .= transferred to 
another, the registration of thej former may be can¬ 
celled. 

lb) Where two op, pope ; mplti-slate cooperative societies) 
are amalgamated into a new multi-state cooperative 
society, the registration certificate of esach .of the 
amalgamating multi-state society may be cancelled. 

(c) Where a multi-state cooperative society divides it¬ 
self into two or more multi-state cooperative socie¬ 
ties, its registration shall stand cancelled on tire 
registration of new societies. 

(d) Where a multi-state cooperative society has not com¬ 
menced business within a reasonable time of its 
registration or has ceased to function or, if the Cen¬ 
tral Registrar is satisfied, after making such inquiry, 
as he thinks fit, that the society no longer has genui¬ 
nely as its aims one or more of the criteria laid 
down for registration under the Law and that its 
registration ought, in the interest of general public, 
to be cancelled, he should have power to make au 
order cancelling the registration of a multi-state co¬ 
operative society. Such a society should, from the 
date of order of such cancellation cease to exist as 
a corporate body. 

18. Conversion of single state societies into multi-state 
societies .—A practical problem has arisen, especially in the 
case of employees’ credit societies. These societies have been 
established for the employees of joint stock companies, pub¬ 
lic sector organisations etc. When these organisations set up 
branches or places of business in more than one state, the em¬ 
ployees also are liable to be transferred to those places. The 
credit societies originally established for these employees are 
single state societies registered under the relevant State Co¬ 
operative Societies Acts. With the extension of activities of 



the organisations themselves, a need has arisen for extend¬ 
ing the jurisdiction of the cooperatives also, as the members 
of the cooperative now are situated in more than one State. 
To meet this practical situation, it is suggested that a provi¬ 
sion should be made in the Law for conversion of a single 
state society into a multi-state society. This will be done by 
an amendment to the bye-laws of the existing single state 
society which might be registered by the Central Registrar 
after consulting the State Registrar concerned. Once the 
Central Registrar registers the amendment, the society shall 
be deemed to be registered under the Multi-State Coopera¬ 
tive Societies Law. 



Part III.—MEMBERS AND THEIR RIGHTS AND 
LIABILITIES 

1. Membership of cooperatives. —The owners of a co¬ 
operative, who are its beneficiaries are generally referred to 
as members, and not as ‘share holders’ or ‘stock holders’ be¬ 
cause “one of the most distinctive features of cooperative 
organisation is that it aims to create a ‘union of men, and 
not a union of capital’, as does the ordinary commercial 
corporations.”* 

Persons who might become members 

2. Societies meant for individuals. —In Part II of this 
Chapter, we indicated that there will be two types of multi¬ 
state cooperative societies: (a) a society whose main aim 
is the promotion of economic interests of its individual mem¬ 
bers ; and (b) a society whose main purpose is to facilitate 
the operations of other multi-state societies and/or societies 
registered under the State Cooperative Societies Acts. “An 
important protection to insure the continued existence of an 
organisation as a true cooperative is to limit membership to 
those with whom and for whom the cooperative will conduct 
its operations.”** A cooperative should, therefore, be consti¬ 
tuted of members who could benefit from its services. 
Another accepted principle in cooperative ideology which 
has been incoiporated in many State Cooperative Societies 
Acts is the principle of ‘open membership’. The objective 
underlying this principle is that the membership of a society 
should be available to all members who can utilise its ser¬ 
vices. -Persons who--cannot utilise the services of a coopera¬ 
tive society, should not be admitted as its members. In 
multi-state cooperative societies organised for the benefit of 
individual members-, only those who are qualified to be mem¬ 
bers and who can benefit from the society, should be eligible 
for admission. Some of the State Cooperative Societies Acts 
provide, for the admission of ‘sympathiser members’, that is, 

•The Legal Status of Agricultural Cooperation by Edwin G. 
Nourse quoted by Israel Packel . in Law of Cooperation 
P.115 

“■•Law of Cooperatives by Israel Packel—Page 120. 
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those who sympathise with the aims and objects of the society. 
Such sympathiser members are intended : to ptbvide leadWSbip 
and guidance to primary cooperatives formed for weaker sec¬ 
tions e<g., labour cooperatives, artisans cooperatives etc. We 
do not envisage such multi-state primary cooperatives and 
therefore do not recommend any provision for sympathiser 
members in the MSCS Law. 


.3. National federations .—The composition oi member¬ 
ship of existing national federations presents a mosaic pattern. 
Some of the national federations are constituted entirely of 
state level federations; some have primary societies as their 
members,; and some federations have individuals also as 
members. Following is a broad analysis pf the membership 
of various national level cooperative institutions :~r- 


Matlorasll/ivcl Coopers- Natioaal Level Co- Nation** Level Co- National Love I Co- 
live limitations whole operative Initihitions operative Institu- , operative Initita- 

meonbarattip dJOvisti whose membership Ilona Whoa* mem- tlon wjfh mixed 

onlyofvtaiel^velCo- includes at«te Level bsrahip, nootista membership Qoaals- 

npsratlve federations federations and indl- of indlvlddalsocl- ling ofapex socetiea 
vidualaocietiea. etiesalone without other xocletiea and 

state federations. Individual! 


I, All IndlaCeutral Laud I. National Fedot*- I.TheAli India Fe- I. National Co- 
• Development Banks lion of Co-opera- deration of Co- operative Union 

Co-operative . Union t iv« Sugar Facto- operative Spinning'.: of India. 

Ltd. riesLtd. Mills Ltd. 

i • , . . t > 

2i The Afl/dnlaSthte Co-2. National Fedora-2. AU India Oo*» 2ithd All India 
operative .Banks tion of Industrial Workers Co-op. bandioom Fabrics 
iFadeWtlon'W* Cooperatives Ltd. Societies' Federa- Marketing Coop¬ 
tion Ltd. eraatiyo Societies 

Ltd. 


3. National Consumers 3. The All Indialodus- 
■. Co-operative FkdOra- trial Co-operative 
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-NatldmA Co-opbtatlve 

Hounds'. Fed^raXinn 4. National Federa- 
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•Vidarttu Co-operative Mjrkoting Society is aUo a member of N.A/F.B.D. 






59 


It may be observed from the above table that, by and large, 
most of the national level cooperative organisations do not 
have individuals on their rolls. Only two societies viz., the 
National Cooperative Union of India and the All India Hand- 
loom Fabrics Cooperative Marketing Society have indivi¬ 
duals as members. In terms of bye-law No. 4 of the NCU1, 
the membership of the Union is open inter-alia, to (a) ex- 
Presidents of the Union who have served their full term of 
office provided they consent to become members, and (b) 
individuals with knowledge and distinction in the field of 
cooperation provided they consent to become members of 
the Union subject to their number being not more than 15 
at a time. In so far as All India Handloom Fabrics Market¬ 
ing Cooperative Society is concerned, there are a large num¬ 
ber of individuals as members of the society. There are no 
individual members in other national level cooperative fede¬ 
rations. 

4. Individuals in national federations .—The Mirdha 
Committee on Cooperation (1965) recommended that indi¬ 
viduals should not normally be allowed to become members 
in national level federations. We agree with this view. How¬ 
ever, as explained in the preceding paragraph, the present 
constitution of the NCUI provides for restricted individual 
membership. This position need not be altered unless the 
Union itself desires to eliminate individual membership. Bar¬ 
ring such an exception, individuals should not, as a general 
rule, be admitted as members of any national federation. 

5. Primary Societies in National federations .—Another 
point that has arisen for consideration, relates to admission 
of primary or central level cooperative societies as members 
of a national federation when central or state level federa¬ 
tions are already members of the national federation. One 
view, as expressed by the Mirdha Committee on Cooperation 
(1965), is that societies should follow a clear structural pat¬ 
tern i.e., a primary society should consist of individuals, a 
central society should consist of primaries and an apex society 
should consist of central societies and a national society 
should consist of apex societies. This view emphasises the 
structural purity of cooperatives. The rationale underlying 

5—1 G D & C/72 
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this view is that, if a lower level organisation, along with its 
higher level body, is represented on an equal footing in a na¬ 
tional federation, it would tend to undermine the federal dis¬ 
cipline and is also likely to render the higher level organisa¬ 
tion ineffective. There is, however, a practical angle to the 
organisational structure, particularly of national level business 
federations. It may become necessary for a national level busi¬ 
ness federation to deal directly with primary or central socie¬ 
ties. This may be dictated by business considerations or 
compelled by the inadequacies of the functioning of state 
level federations. It has, therefore, been urged that primary 
or central level societies should also be allowed to be directly 
represented on the national level federations. Such a pro¬ 
cedure would also broad-base representation on a national 
federation which, it has been emphasised, is necessary for a 
business organisation. Any attempt to prescribe a rigid struc¬ 
tural pattern, it has been pointed to us, is likely to inhibit 
the free growth of the movement according to its needs. 
While we appreciate the need for a flexible approach, it 
needs also to be recognised that, in a planned development 
of the movement, it would certainly be an advantage to con¬ 
sciously promote the emergence of a clear structural pattern 
and foster appropriate relations between cooperatives that 
are vertically integrated from the primary to the national 
level. 


6. We had suggested earlier that one of the basic crite¬ 
ria for a cooperative to be recognised as a national federa¬ 
tion is that it should envisage state level federations becom¬ 
ing its members. We have considered as to how a primary 
or a central level cooperative could be represented on the 
general body of a national federation when a state level 
society is its member. In the case of purely promotional 
federations which do not undertake any business functions, 
this problem should not arise and there would be no need 
to provide membership in the national level federation to 
primary or central level organisations when a state level 
society is already a member. In the case of national level 
business federations, two alternatives are open. First is 
giving representation to various state level federations on 
the national federation on the basis of their own membership 
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and also their business transaction with the national federa¬ 
tions. The bye-laws of a national federation could be so 
devised as to give more than one seat to a state federation 
on its general body so that it becomes more broad-based. If 
it is necessary, it could also be laid down that a delegate 
from the state level society should be representative of cen¬ 
tral or primary societies with a certain mi nim u m turnover, 
membership etc. This procedure has the advantage of broad- 
basing representation on the national federation within the 
federal structure; a few central and primary societies will 
be represented on the general body of the national federa¬ 
tion through their state level organisation, but will not be 
■directly members of the national federation. We would, as 
a general policy, suggest adoption of this procedure. How¬ 
ever, we do not rule out the need, in certain circumstances, 
for primary or central level societies becoming members 
directly of a national level organisation for various considera¬ 
tions of business etc.; but they should not be treated on an 
equal footing with a state level federation. Such primary/ 
central level societies could be grouped into a separate elec- 
trol college for the purpose of electing one or two represen¬ 
tatives to the Board of Directors of the national federation. 

7. Compulsory membership .—Another interesting sug¬ 
gestion that has been made to us is that, in the case of na¬ 
tional federation, all cooperatives that are eligible to become 
members of that federation should be compelled to become 
its members. Voluntarism is a basic feature of cooperation 
and we do not see any compelling reason in the case of multi¬ 
state societies to depart from this acknowledged principles. 

8. Other features .—Besides the national federations 
whose objects extend to the entire country, there are other 
federations which operate over a few states only, and which 
are established for specific business or industrial purposes. 
A unique example is that of Indian Fanners Fertilisers Co¬ 
operative Ltd. Though the bye-laws of this cooperative 
provide that the area of operations of the society shall ex¬ 
tend to the whole of the Indian Union, in practice, its mem¬ 
bership is restricted to cooperatives in about 10 States only. 
This cooperative is establishing, with foreign collaboration, 
two fertiliser manufacturing plants at a total cost of about 
Rs. 85 crores. This is a novel venture in the cooperative 
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sector in the country and points to the lines on which the 
cooperative movement may develop in future. It might be 
necessary, in future, for cooperatives to enter into joint ven¬ 
tures with joint stock companies also. 

9. The composition of membership of the IFFCO pre¬ 
sents an interesting pattern. Its membership is open to 
national federations, state level federations, district level 
federations, primary societies in the Government of India and 
the National Cooperative Development Corporation. This 
pattern of membership for the IFFCO is dictated by the 
practical requirements of the cooperative, which has to col¬ 
lect a share capital of about Rs. 9 crores from its members,, 
and also develop a wide net work of an efficient marketing 
system for the sale of its fertilisers. 

10. Admission of Government public sector organisa¬ 
tions etc. as members .—As we indicated earlier, state part¬ 
nership in cooperatives has been accepted in principle and 
the Central Government has participated in the share capital 
of some of the multi-state cooperatives e.g., NCCF and 
IFFCO. In the case of the NAKED, the National Coopera¬ 
tive Development Corporation set up under an Act of Par¬ 
liament with the object of planning and promoting pro¬ 
grammes of cooperative marketing, processing, storage etc., 
has contributed to its share capital. We envisage that the 
State Governments also might contribute to the share capital 
of multi-state cooperative societies. A number of public 
sector organisations have been set up in recent years e.g., 
the Food Corporation of India, the Jute Corporation of India 
etc. The cooperatives and these public sector organisations 
have a common social objective. The accent now is on ex¬ 
panding the area of business relations between the public 
sector and the cooperative organisations. Some of the na¬ 
tional and other cooperative federations may have to admit 
public sector organisations also as their members. Some of 
the State Cooperative Societies Acts provide for admission 
of such Corporations. For example, Section 19 of the An¬ 
dhra Pradesh Cooperative Societies Act provides that “any 
statutory body constituted for the purpose of development 
of particular industry may become a member of a coopera¬ 
tive marketing or processing society of growers or workers 
engaged in such industry.” 
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11. The above analysis leads us to the conclusion that 
the structural pattern for multi-state cooperatives should be 
allowed to evolve out of the practical requirements of the 
movement and no strait-jacket of a uniform pattern should 
be prescribed in law for these cooperatives, particularly, the 
national federations. Of the Danish cooperative movement, 
it is said that “the Danish agricultural cooperative movement 
cannot be described as the realisation of an idea. It was not 
built up to a cut-and-dried programme shaped by clearer 
intellects but grew out of the well-considered actions of sim¬ 
ple and practical men.” The various considerations men¬ 
tioned above cannot obviously be incorporated in the Law 
itself. In fact the persons to be eligible for membership of 
a multi-state cooperative should be determined by the bye¬ 
laws of the cooperative itself. 


12. In view of the considerations mentioned above, the 
provisions in the Law should be such as to admit of flexi¬ 
bility of pattern of membership of various types of multi¬ 
state cooperative societies. The principle of open member¬ 
ship should be incorporated in the Law. Another general 
feature of cooperative legislation is the restriction on indivi¬ 
duals holding more than a prescribed portion of the share 
capital of a society. Other relative provisions that need to 
be made in the Law are: restriction on transfer of shares or 
interest; transfer of interest on death of a member and liabi¬ 
lity of a past member. 

13. Provision may be made in the Law for the follow- 

ia g: 

(i) Persons who may be members of a multi-state co¬ 
operative society: 

(a) An individual competent to contract under sec¬ 
tion 11 of the Indian Contract Act, 1872. 

(b) Any other multi-state cooperative society or 
any cooperative society. 

(c) Central and State Governments. 
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(d) Such class or classes of persons or association 
of persons as may be permitted by the Central 
Registrar, having regard to the nature and acti¬ 
vities of the multi-state cooperative society. 

(ii) Intimation of refusal of membership: 

If a person is refused admission as a member in a 
multi-state cooperative society, the decision refusing 
admission shall be communicated by the society to 
that person within seven days of die date of the 
decision. 

(iii) Nominal members: 

(a) A nominal member shall not be entitled to any 
share in any form whatsoever in the assets ot 
profit of the society. 

(b) A nominal member shall have such privileges 
and rights of a member and be subject to such 
liabilities of a member as may be specified in 
the bye-laws of the society. 

(iv) Members not to exercise right till due payment is, 
made: 

No member of a multi-state cooperative society 
shall exercise the rights of a member unless he 
has made such payments to the society in res¬ 
pect of membership or has acquired such inte¬ 
rest in the society as may be specified in the 
bye-laws. 

(V) Restriction on holding of shares: 

(a) No individual should hold more than such por¬ 
tion of the total share capital of the society, 
as may be prescribed, or 
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(b) have or claim any interest in the shares of the 
society exceeding 10,000 Rupees. 

(vi) Restriction on transfer of shares or interest: 

The transfer of the share or interest of a member in 
the capital of a multi-state cooperative society shall 
be subject to such conditions as to maximum hold¬ 
ing as are specified in the Law. 

(vii) Transfer of interest on death of member: 

(a) On the death of a member, a multi-state co¬ 
operative society may transfer the share or 
interest of the deceased member to the person 
nominated in accordance with the rules made 
in this behalf, or if there is no person so nomi¬ 
nated, to such person as may appear to the 
board to be the heir or legal representative of 
the deceased member, or pay to such nominee, 
heir or legal representative, as the case may be, 
a sum representing the value of such member’s 
share or interest as ascertained in accordance 
with the rules or bye-laws. 

(b) No such transfer or payment should be made 
by the society except with the consent of such 
nominee, heir or legal representative. 

(c) A Multi-state cooperative society shall, unless 
within six months of the death of member pre¬ 
vented by an order of a competent court, pay 
to such nominee, heir or legal representative, 
all other moneys due to the deceased member 
from die society. 

<d) All transfers and payments made by a multi- 
state cooperative society in accordance with 
the provisions of this Law should be made 
vaHd and effectual against any demand made 
upon the society by any other person. 
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(viii) Liability of past member: 

(a) The liability of a past member or of the estate 
of a deceased member of multi-state coopera¬ 
tive society for the debts of the society as they 
existed,— 

(1) in the case of a past member, on the date 
on which he ceased to be a member; and 

(2) in the case of a deceased member, on the 
date of his death, shall continue for a 
period of two years from such date. 

(b) Where a multi-state cooperative society is order¬ 
ed to be wound up, the liability of a past mem¬ 
ber or of the estate of a deceased member who 
ceased to be a member or died within two years 
immediately preceding the date of the order 
of winding up, shall continue until the entire 
liquidation proceedings are completed, but such 
liability shall extend only to the debts of the 
society as they existed on the date of his ceas¬ 
ing to be a member or death. 

14. Valuation of shares of retiring members .—A practi¬ 
cal problem that has been posed to us is the basis on which 
share capital of a person when he ceases to be a member 
should be retired. This is a procedural matter which may be 
provided for in the rules to be framed under the Law and 
also incorporated in the bye-laws. The procedure for such 
retirement should, however, follow certain principles: 
Firstly, the cooperative ideology eschews the concept of 
entreprenurial profit’, that is, speculative gains. A coopera¬ 
tive is an association of persons and not a union of capital. 
The value of a share held by a member should not, at any 
time, be valued at more than the amount he has paid to¬ 
wards the share. Secondly, a member of a cooperative 
which is a voluntary association is free to resign subject to 
the financial and other obligations owing to the cooperative. 
The freedom to withdraw membership should not be used 
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to defeat the rights of creditors. The value of share of a 
person who ceases to be a member should be arrived at by 
valuation based on the financial position of the society as 
shown in the audited balance-sheet; but such value as may 
be determined, should not exceed the amount actually 
received by the society in respect of such share. Provision 
may also be made in the rules that in the case of a dispute on 
such valuation, the matter should be referred to the Central 
Registrar whose decision should be final. 

15. Voting .—A cooperative society is a democratic 
organisation. It is, therefore, the general rule, based on the 
principle enunciated by the Rochdale Pioneers that a mem¬ 
ber of a cooperative should have only one vote at its 
meetings, irrespective of the number of shares he holds. 
This general principle has been incorporated in all the State 
Cooperative Societies Acts. This principle has been examin¬ 
ed by the Commission on Cooperative Principles set up by 
the International Cooperative Alliance. The Commission 
observed: “Cooperative societies are democratic organisa¬ 
tions. Their affairs should be administered by persons elect¬ 
ed or appointed in a manner agreed by the members and 
accountable to them. Members of primary societies should 
enjoy equal rights of voting (one member, one vote) and 
participation in decisions affecting their societies. In other 
than primary societies, the administration should be con¬ 
ducted on a democratic basis in a suitable form.” 

16. The bye-laws of the National Federation of Coopera¬ 
tive Sugar Factories, incorporates the revised principle 
suggested by the Commission on Cooperative Principles. 
Each state cooperative sugar factories federation, which is 
a member of the National Federation of Cooperative sugar 
I Factories, is represented on the general body of the national 
, federation at the rate of one representative for two individual 
{sugar factories affiliated to it. Similarly, each state federa¬ 
tion is represented on the Board of Directors of the national 
federation, the number of representatives depending upon 
the number of sugar factories affiliated to the state federa¬ 
tion subject, however, to a maximum qf four representatives 
for any state federation. Government permission for neces¬ 
sary relaxation of the Act, which prescribes one vote for 
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one member, was obtained for incorportaing the above pro¬ 
vision in the bye-laws of the National Federation of Coopera¬ 
tive Sugar Factories. We would suggest an enabling clause 
in the MSCS Law itself or giving more than one vote in a 
multi-unit society, whose membership consists of cooperative 
societies. The basis could be either the membership of the 
federating unit or the extent of business done by the federat¬ 
ing unit with the federal organisations or both. 


17. Provisions relating to the following aspects may, 
therefore, be made in the Law : 

<i) Voting of members: 

Every member of a multi-state cooperative society 

shall have one vote in the affairs of the society. 

However, 

<a) in the case of an equality of votes, the Chair¬ 
man shall have a second or casting vote; 

(b) a nominal member shall not have the right 
of vote; 

(c) where the Central Government or a State Gov¬ 
ernment is a member of a multi-state coopera¬ 
tive society, each person nominated by the 
'Central or State Governments in accordance 
with the provisions of the Law, on the board 
of directors, shall have one vote; and 

(d) a multi-state society, the members of which 
are societies, may provide in its bye-laws for 
an equitable system of voting which wiU #ve 
representation in relation to the number of 
persons who are members of each such mem¬ 
ber-society and to the patronage of the multi¬ 
state cooperative society by its members. 
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18. Manner of exercising vote .—As a general rule, no 
member of a cooperative is allowed to vote by proxy. This 
is based on the consideration that the democratic control of 
a cooperative envisages making of decisions by a majority 
of members after a foil discussion, which requires the actual 
presence of members in the meeting. In the case of federal 
societies, the federating units are to be represented by their 
delegates. Provision may be made accordingly in the Law. 
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Part IV.—MANAGEMENT OF COOPERATIVES 

Basic features .—A cooperative is established to render 
-certain services to its members. Provision of efficient services 
.to the members by a cooperative will largely depend upon 
the control and direction of its operations. Matters pertaining 
to the regulation of internal affairs of a cooperative are, 
therefore, of crucial importance for its successful functioning. 
The related issues which are important to the consideration 
of the internal management of cooperatives are: democratic 
control over the overall operations by members; relations 
between the elected management and the professional 
management; State association with cooperatives consistent 
with their autonomy and freedom from external control; and 
a temporary alternative to the machinery of elected manage¬ 
ment when, in special circumstances, it breaks down. The 
managemnt of a cooperative is regulated by the statute under 
which it is incorporated and its bye-laws. The detailed pro¬ 
visions for regulating the internal management of a coopera¬ 
tive are governed by the bye-laws which, for certain pur¬ 
poses, have the force of a contract between the cooperative 
and its members in respect of their rights and liabilities as 
members. Greater flexibility in internal operations could be 
ensured through appropriate bye-laws rather than the statute 
Such flexibility is necessary, particularly in the case of multi¬ 
state societies, as many of them are big institutions having 
to depend on paid professional management. The law should 
confine itself to the broad aspects of internal management. 

2. Democratic control .—As observed by Brandeis, J., 
the aim of cooperatives is “economic democracy on lines of 
liberty, equality and fraternity”.* A simple test of coopera¬ 
tive democracy is: Do the members rule? The supreme 
authority in a cooperative should, therefore, vest in the gene¬ 
ral body constituted of all the members. The equitable vot¬ 
ing system suggested earlier and the rejection of voting by 
proxy in a cooperative are all designed to promote the opera¬ 
tion of democratic principles in a cooperative. “Since it is 
the members who bring a cooperative into existence, and 
whose constant adhesion and support keep it alive, those 


•Quoted by Israel Packet in Law of Co-operatives —Page 137. 
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who administer its affairs and, in particular conduct its day 
to day business, must be chosen directly or indirectly by the 
members and enjoy their confidence. It follows further that 
the administrators and managers are accountable to the 
members for their stewardship, report regularly in a business 
like manner on their activities and submit the results to the 
members’ judgement. If the members are not satisfied, they 
have the authority and the power to criticise, to object, and, 
in extreme cases, to dismis, and replace their officers and 
officals.”* 


3. Representative General Body .—The size and the vast 
extent of multi-state societies make it inconvenient to require 
all members to assemble in one place and render it necessary 
to adopt a system of delegation in which the individual 
members will not directly elect the board of directors; they 
will only elect the representatives who will elect the board 
members. There will not be any general meeting of all the 
members of the society; instead, they may be convened to a 
number of local meetings to elect the representatives to the 
general body of the society. The agenda for these local 
meetings should of course cover the whole field of the 
society’s affairs. The representative general body consisting 
of representatives elected by various local meetings should 
be invested with the powers of the general body and exercise 
its functions. Some of the multi-state cooperative societies 
have already adopted this system of representative general 
body. 

4. State participation in management .—As we indicated 
earlier. State.association with cooperatives is an accepted 
principle in the Indian cooperative movement. This principle 
has also been incorporated in various State Cooperative 
Societies Acts. The relevant provision made in the various 
State Acts, is summarised in Annexure IX. It is significant, 
in this context, to note the observations made by the ICA 
Commission on Cooperative Principles:** 


•Report of the ICA Commission on Co-ooperative Principles— 
Page 17. 

•♦Page 20 of the Report of the ICA Commission on Cooperative 
Principles 
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“It can scarcely be contested that without the support 
of generous amount of government finance, the develop¬ 
ment of cooperative in the newly-liberated countries will 
be painfully slow and uncertain. But if governments 
provide or guarnatee large loans or take out large hold¬ 
ings of share capital, they will insist on checldng the 
use which is made of public money and on satisfying 
themselves that proper technical advice is being taken 
and due financial prudence exercised. Government may 
therefore ask that its representatives shall sit on boards 
of management for a time, not with power of veto, but 
to make sure that the aid provided is being utilised in 
the way in which it was originally intended. The impor¬ 
tant consideration is that the government representative 
shall not continue to sit a day longer than is necessary. 
The more successful a society is, the more likely are the 
members to conceive the ambition of acquiring inde¬ 
pendence of government supervision and work to 
achieve it.” 


State participation in the management of cooperatives calls 
for its careful and judicious blending with the autonomy of 
cooperatives as voluntary and democratic organisations. 


5. The Indian Cooperative Congress which articulates 
the considered views of the cooperative movement decided 
in March, 1955 that Government nomination should not be 
more than one-third of the members of the board of direc¬ 
tors or three, whichever is less. The Report of the Com¬ 
mittee on Cooperative Law (1957) observed that, apart from 
contributing to the share capital of cooperatives. Government 
may also provide substantial financial assistance in the form 
of guarantee for debentures issued or loans obtained, and 
suggested that Government nomination should extend to such 
cases also. The Mirdha Committee on Cooperation (1965) 
expressed the view that “nomination by Government to the 
Committee of Management of the society should be kept to 
the minimum and in any case the nomination should not 
exceed one-third of the committee members or three, which¬ 
ever is less. Only government servants should be nominated 
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and not any non-official.” The Working Group in Coopera¬ 
tion (1968) appointed by the Administrative Reforms Com¬ 
mission, supported the views of the Mirdha Committee. Tiiis 
question was also recently considered by the Conference erf 
the State Ministers of Cooperation, held in October, 1970. 
The Conference recommended: 

“Nomination by the State Governments should gene¬ 
rally be avoided: where this is necessary or expedient, 
such power should be exercised with caution and in 
accordance with pre-determined criteria. Generally ex¬ 
perts in different fields and officers with the requisite 
background and experience should alone be nominated 
as Government Directors.” 

6. As a policy, it would be more appropriate if only ex¬ 
perts are nominated by the Government on the board of 
directors of cooperatives so that they could provide neces¬ 
sary guidance and counsel to the cooperatives. Whether the 
Government would at all nominate, and whether they would 
nominate only experts, is a matter of State Policy. But pro¬ 
vision should, however, be made in the MSCS Law for state 
participation in the management of the societies. 

7. Multi-state cooperative societies are the responsi¬ 
bility of the Central Government Besides Central Govern¬ 
ment assisting these societies, we envisage that the State Gov¬ 
ernments might also assist such cooperatives in certain special 
circumstances, e.g., a joint venture of cooperatives of two or 
more States etc. Provision may, therefore, be made in the 
Law for nomination by Central Government upto a third of 
the membership of the Board of Directors of a cooperative or 
three, whichever is less. Provision may also be made that 
where State Governments have assisted multi-state societies, 
they may nominate not more than two persons on the board 
of directors. For this purpose, the representatives of Stale 
Governments may form a separate constituency. 


8. There are some national cooperative federations 
where there is no state partnership in their capital. Even so, 
the bye-laws of these federations provide for the Central 



74 


Government’s representation on their management e.g., the 
National Federation of Cooperative Sugar Factories and Na¬ 
tional Agricultural Cooperative Marketing Federation. This 
exemplifies the growing voluntary collaboration between the 
Government and the cooperative sector, which is informed by 
special purpose. In these cases, the coopeartives themselves 
have sought to have the nominees of various Departments of 
the Central Government on their boards so that this would 
help them in getting policy support of various Departments of 
the Central Government connected with their activities. Such 
voluntary collaboration should be left to be determined by 
the bye-laws of individual cooperatives. 

9. Nomination of Chairman by Government. —Some of 
the State Cooperative Societies Acts provide for nomination 
by Government of the Chairman of a cooperative in certain 
circumstances. In our view, this over-stretches the principle 
of State association with cooperatives and could lead to 
direct interference by the Government in the administration 
of the cooperatives. We do, not, therefore, recommend such 
a provision in the MSCS Law. 

10. Power of Veto. —Some of the State Cooperative So¬ 
cieties Acts empower the Government nominee to veto the 
majority decision of the Board of Directors of a cooperative. 
In a democratic administration, power of veto to an indi¬ 
vidual to over-rule a majority decision is an achronistic. 


11. Reservation of seats on the Board. —As we men¬ 
tioned in para 3.19. the Union Department of Cooperation 
advised the State Governments to take legislative measures 
to reserve some seats for weaker sections on the Boards of 
management of cooperatives. This suggestion was in the 
context of ensuring that the benefits flowing from a coopera¬ 
tive are not wholly intercepted by a few interested people, 
and that the management of such cooperatives, instead of 
becoming a coterie of vested interests, becomes broader-based 
and gives representation to those classes who need the ser¬ 
vices of the society most. The need for such provision may 
arise in the case of primary societies, particularly agricul¬ 
tural cooperative credit societies, whose membership reflects 
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the entire social and economic milieu of the rural commu¬ 
nity. This type of a provision in the Law itself, we consider, 
is not necessary for multi-state cooperative societies. In the 
case of federation^ consisting of societies, this question will 
not arise. In respect of multi-state societies which are con¬ 
stituted of individuals, particularly employees’ credit socie¬ 
ties, members may belong to different income groups. In 
such cases, bye-laws may provide for representation to vari¬ 
ous groups. 

12. Supersession of Board of Directors .—Supersession 
of the board of directors of a cooperative society is a drastic 
action which is to be taken in exceptional circumstances, 
when there i§ a deadlock in the internal affairs of a society 
or when there is gross mismanagement of its affairs. The 
State Cooperative Societies Acts generally provide for super- 
session of the board of directors of a cooperative. The Com¬ 
mittee on Cooperative Law (1957) observes : 

“We consider that it is necessary to invest the Registrar 
with powers to supersede the Committee of any society 
under certain circumstances and that this power need 
not be confined only in respect of societies in which 
Government has major financial interest.” 

13. Incidentally, it is observed that some of the Coope¬ 
rative Societies Acts in Canada also provide for supersession 
of the management of a cooperative. Referring to the Sas¬ 
katchewan Cooperative Associations Act, Francis observes: 
“Rather drastic action can be taken if in the opinion of the 
Registrar, the equity of the members of a cooperative appears 
to require protection. An administrator of the affairs of the 
coopeartives, may with the approval of the Lieutenant Gov¬ 
ernor in Council be appointed.” The Act provides.* 

“The Administrator shall conduct the business of the 
association until the registrar is satisfied to have the 
management of its affairs resumed by its officers or until 
the association is dissolved and a liquidator is appoint¬ 
ed to wind up its affairs.” 


♦Canadian Cooperative Law by W. B. Francis —Pp. 148-149. 
6—1 CDS C/72 
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14. Provision may, therefore, be made in the MSCS Law 
for supersession of management of a multi-state cooperative 
society by the Central Registrar in certain circumstances, and 
for appointment of an administrator or administrators. We 
believe that in the case of multi-state cooperative societies, 
the Central Registrar will be required to invoke this pro¬ 
vision only rarely and that there will not be need to keep the 
management of a society under supersession for long periods. 
The maximum period for which an administrator could be 
appointed by the Central Registrar for a multi-state society* 
may not exceed two years. 

15. Independent machinery for election .—One of the 
recommendations made by the Conefrence of Chief Ministers 
and State Ministers of Cooperation held in 1968 is that an 
independent election machinery may be set up for conduct¬ 
ing elections in cooperatives regularly. In the case of multi¬ 
state cooperatives, regular elections in national federations 
consisting mainly of state level federations, should not pre¬ 
sent any difficulty. The problem may, however, arise in the 
case of multi-state societies with a large number of individual 
members spread over many States. Provision may, there¬ 
fore, be made in the Law that elections in certain categories 
of multi-state societies, as may be mentioned in the rules, 
may be held under the direction and superintendence of such 
returning officers as may be appointed by the Central Govt. 

16. Ex-officio Chairman of cooperatives .—It is needless 
to emphasise that a Chairman of a cooperative should be 
elected by the members and should be responsible to them. 
It has been pointed out to us that in the case of some em¬ 
ployees’ cooperative societies, the bye-laws of societies pro¬ 
vide for senior officers in the employees’ organisations to be 
ex-officio Chairmen of the cooperatives and it has been urged 
that this system should be allowed to continue. It is diffi¬ 
cult to justify this procedure on the basis of any accepted 
cooperative principles; but, as a vindication of this proce¬ 
dure, it has been pointed out to us that this system has work¬ 
ed well and the presence of senior officers has helped to infuse 
confidence of the members and depositors in the society, and 
has rendered the administration of the society smooth. We 
have earlier suggested that no provision should be made in 
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the MSCS Law empowering the Government to nominate 
th$ Chairman of a cooperative. We do, however, appreciate 
'that any sudden alteration of the present procedure might 
violently disrupt the functioning of these societies. While 
the law may not specifically prohibit such procedure, the 
present policy of ex-officio Chairmen of employees’ societies, 
may be reviewed. 

17. Term .—The term for which a director may be elect¬ 
ed is normally mentioned in the Law. Generally this term 
is fixed in State Cooperative Societies Acts at not exceeding 
three years. The MSCS Law may also provide for a term 
not exceeding three years. In order to ensure continuity of 
direction, the bye-laws of some of the coopeartives provide 
that the term of directors will be staggered, that is, one third 
of the directors will retire each year. This would mean that, 
m the first board, one-third of the directors will retire after 
completing one year, another one-third, after completing two 
years, and the remainder for three years, and thereafter direc¬ 
tors will be elected for a three year term. 

18. Certain restriction on the Board of Directors .—In 
pursuance of the recommendations of the Conference of 
Chief Ministers and State Ministers of Cooperation held in 
1968, the Union Ministry of Cooperation had suggested to 
the State Governments to take legislative measures to restrict 
a person from holding office for more than two terms in the 
same institution and also from holding office simultaneously 
in more than tvyo institutions. The progress of action taken 
by the State Governments on these suggestions is indicated 
in Annexure XI. We have carefully examined as to how far 
these aspects should be incorporated in the MSCS Law. 
We would suggest that the MSCS Law may incorporate a pro¬ 
vision restraining persons from holding office of Chairman, 
Vice-Chairman and such other designated offices simultane¬ 
ously in more than one national federation for the reason 
that an office of responsibility in a national organisation 
would claim much of the attention and time of the person 
elected to it, and it would be difficult for any one to do 
justice to more than one such office. But a relaxation from 
this rule has to be made in the case of the National Coopera¬ 
tive Union of India which, as already explained, has a unique 
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place in the Indian cooperative movements. As all the 
national federations are members of the NCUI, they will be 
elected to office of responsibility in the Union. This posi¬ 
tion will have to be recognised in the Law itself. As regards 
the number of terms for which a person may hold office, we 
consider that no restriction should be imposed. Cooperative 
leadership at the national level cannot be made to older. It 
takes time to build up enlightened leadership at the na¬ 
tional level. The interest of the movement in different sec¬ 
tors may lie in retaining the leaders who have behind them 
long experience in the field. At any rate, no restriction 
should be placed by law on the number of terms a person 
may hold office in a national federation ; the elections to such 
offices should be left to the free play of democratic process. 
As regards other multi-state cooperative societies, the ques¬ 
tion of persons holding office in a number of institutions will 
hardly arise as different multi-state societies are for different 
classes of persons e.g., railway men, P. & T. employees etc. 
As for restriction on term of board members in these socie¬ 
ties, we do not see any special reason to depart from the 
procedure we have suggested for national federations. 

19. Professional and elected management .—A crucial 
aspect which often tends to be ignored in the cooperative 
movement, is management. Cooperatives are essentially busi¬ 
ness organisations; the fulfilment of their objectives is depen¬ 
dent on the efficiency of their management. There are cer¬ 
tain characteristics which are distinct to cooperatives, and 
which render it necessary to evolve a management pattern to 
suit them. Firstly, the members of the board of direc¬ 
tors of a cooperative hold their position as represen¬ 
tatives of the members and not because of their personal 
financial investment, as in the private sector. Secondly, co¬ 
operatives are identified with democratic processes, and are 
informed by social purpose. Thirdly, the operations of a co¬ 
operative are an ‘open book’. “It is not easy to operate a 
business in a gold-fish bowl where all your patrons — who 
are the owners of the business — have a right to know every¬ 
thing that goes on — and hence all the community and all 
your competitors know, too.”* 


♦American Cooperatives by Jerry Voorhis —Page 178. 
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20. The central economic problem of cooperatives is 

“to find the means and methods whereby businesses which 
are big enough to have maximum efficiency can, at the same 
time, be democratically owned by many people, democrati¬ 
cally controlled by many people.The cooperatives 

thus constitute the ‘little-man’s* choice in a world of bigness. 
There is, however, a vital difference between democracy — 
one man, one vote — in overall control and attempted demo¬ 
cracy in management and operations — one which is fatal 
to any business. The failure to recognise this distinction 
underlies many of the problems of cooperative management 
A judicious blending of the responsibilities and powers of 
elected management with those of professional paid manage¬ 
ment constitutes the core of successful, cooperative manage¬ 
ment 

21. Management involves a large element of human re¬ 
lations. Smooth relations which could ensure sound and 
efficient management cannot be guaranteed by any legisla¬ 
tion. Even so, a working demarcation of the responsibilities 
and powers between the elected management on the one hand 
and the paid management on the other, is necessary and 
would make for smooth and sound management of coopera¬ 
tives. The board of directors may have the following powers 
and responsibilities: 

(i) assume ultimate responsibility for all the operations 
of the society. 

(ii) interpret the organisational objective and set up 
specific goals to be achieved towards this objective; 

(iii) make required changes in the long term objectives 
and plans; 

(iv) approved the subsidiary policies, regulations and 
programmes; 

(v) make periodic and systematic appraisal of opera¬ 
tion; and 

<vi) appoint a chief executive, define his responsibilities 
and invest him with adequate powers to discharge 
those responsibilities efficiently. 
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The powers of the chief executive should be to: 

(a) assume responsibility for the detailed planning, or¬ 
ganisation, coordination, control, direction and 
carrying out of all programmes and activities of the 
cooperative in conformity with the powers delega¬ 
ted to him by the board; 

(b) furnish the board with information needed for long 
range planning; 

(c) recommend specific goals to the board; 

(d) assist the board in making policies, regulations and 
programmes; 

(e) select and hire personnel to operate the business and 
delegate the responsibilities and authorities as the 
business requires; (Key personnel directly reporting 
to the chief executive are normally appointed by the 
board itself.) and 

(f) furnish the Board periodically with information ne¬ 
cessary for appraising the operations of the orga¬ 
nisations. 

The responsibility of the elected and paid management 
should be spelt out in detail in the bye-laws of society and 
not in the law itself. 

22. On the basis of the various considerations mention¬ 
ed in the preceding paragraphs, and keeping in view certain 
general provisions made in the various State Cooperative So¬ 
cieties Acts, we would suggest that the following features 
may be reflected in the MSCS Law: 

(i) Final authority in a multi-state cooperative society. 
—(a) The final authority in a multi-state coopera¬ 
tive society shall vest in the general body of mem¬ 
bers. 
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(b) However, the bye-laws of a multi-state cooperative 
society may provide for the constitution of a smaller 
body consisting of delegates of members of the so¬ 
ciety elected or selected in accordance with the bye¬ 
laws and the smaller body thus constituted may 
exercise such powers of the general body as may 
be prescribed or as may be specified in the bye¬ 
laws of the society. 

(ii) Annuat general meeting. —(a) Every multi-state co¬ 
operative society should, within a period of nine 
months next after the close of the year call a gene¬ 
ral meeting of its members for the purpose of: 

(1) approval of the programme of activities of the 
society prepared by the board for the ensuing 
year; 

(2) election, if any, of the members of the board 
other than nominated members; 

(3) consideration of the audit report and the an¬ 
nual report; 

(4) disposal of the net profit; and 

(5) consideration of any other matter which may 
be brought forward in accordance with the bye¬ 
laws. 

(b) The Central Registrar should have the power to ex¬ 
tend the period for holding such meeting by about 
three months. 

(c) However, if, in the opinion of the Central Registrar, 
no such extension is necessary, or such meeting is 
not called by the society within the extended period, 
if any, granted by him, the Central Registrar or any 
person authorised by him may call such meeting in 
the manner prescribed, and that meeting should be 
deemed to be a general meeting duly called by the 
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society and the Central Registrar may order that the 
expenditure incurred in calling such a meeting should 
be paid out of the funds of the society or by the per¬ 
son or persons who, in his opinion were responsible 
for the refusal or failure to convene the general 
meeting. 

<d) At. everj' annual general meeting of a multi-state 
cooperative society, the board should lay before the 
society a statement showing the details of the loans, 
if any, given to any of the members of the board 
during die preceding year. 

<iii) Special general meeting. —(a) The board of a multi¬ 
state cooperative society' may, at any time, call a spe¬ 
cial general meeting of the society and should call 
such meeting within one month after the receipt 
of a requisition in writing from the Central Registrar 
or from such number of members or a proportion of 
the total number of members, as may be provided in 
the bye-laws. 

(b) If a special general meeting of a multi-state coopera¬ 
tive society is not called in accordance with the re¬ 
quisition referred to above, the Central Registrar or 
any person authorised by him in this behalf should 
have the power to call such meeting and such a meet¬ 
ing should be deemed to be a meeting called by the 
board, and the Central Registrar may order that ex¬ 
penditure incurred in calling such a meeting should 
be paid out of the funds of the society or by any 
such person or persons who, in the opinion of the 
Central Registrar, were responsible for the refusal or 
failure to convene the special general meeting. 

dv) Nominees of the Government on the Board of a 
multi-state cooperative society. —(a) If the Central 
Government— 

(1) has subscribed to the share capital of a multi¬ 
state cooperative society, or 
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(2) has guaranteed the repayment of principal and 
payment of interest on debentures issued by a 
multi-state cooperative society, or 

<3) has guaranteed the repayment of principal and 
payment of interest on loans and advances to a 
multi-state cooperative society, the Central Gov¬ 
ernment or any person authorised by it in this 
behalf should have the right to nominate on the 
board a certain number of members not ex¬ 
ceeding three or one-third of the total number 
of members of the board, whichever is less. 

<b) Where a State Government has or State Govern¬ 
ments have— 

(1) subscribed to the share capital of a multi-state 
cooperative society, or 

(2) guaranteed the repayment of principal and pay¬ 
ment of interest on debentures issued by a multi¬ 
state cooperative society, or 

(3) guaranteed the repayment of principal and pay¬ 
ment of interest on loans and advances to a 
multi-state cooperative society, 

that State Government or all such State Governments 
together should have the right to nominate not more 
than two members of the board of the society. 

(v) Supersession of Board. —(a) If in the opinion of the 
Central Registrar, the board of any multi-state co¬ 
operative society persistently makes default or is 
negligent in the performance of the duties imposed 
on it by this Law or the rules or the bye-laws, or 
commits any act which is prejudicial to the interest 
of the society, or its members or if he is of opinion 
that there is a stalemate in the constitution or func¬ 
tioning of the board, the Central Registrar may, af¬ 
ter giving the board an opportunity to state its ob¬ 
jections, if any, remove it; and 

<1) order fresh election of the board, or 
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(2) appoint one or more administrators who need 
not be members of the society to manage the 
affairs of the society for a period not exceed¬ 
ing one year specified in the order; this period 
may, at the discretion of the Central Registrar, 
be extended from time to time for an aggregate 
period not exceeding two years. 

(b) The Central Registrar may fix any remuneration for 
the administrator and such remuneration shall be 
paid out of the funds of the society. 

<c) The administrator shall, subject to the control of the 
Central Registrar and to such instructions as he 
may from time to time give, have power to exer¬ 
cise all or any of the functions of the board or of 
any officer of the society and take all such action 
as may be required in the interest of the society. 

(d) The administrator shall arrange for the constitu¬ 
tion of a new board in accordance with the bye¬ 
laws of the society, before the expiry of his term. 

(e) The Central Registrar shall in the case of a coope¬ 
rative bank, if so required by the Reserve Bank in 
the public interest or for preventing the affairs of 
the cooperative bank being conducted in a manner 
detrimental to the interests of the depositors or 
for securing the proper management of a coopera¬ 
tive bank, pass an order for the supersession of the 
board of that cooperative bank and appointment 
of an administrator therefor for a period not ex¬ 
ceeding five years in the aggregate, which the Re¬ 
serve Bank may specify from time to time. 

(vi) Election .—The superintendence, direction and con¬ 
trol pf the preparation of the electoral rolls for, and 
conduct of, elections of the members of the board 
of such societies or class of societies as the Central 
Government may, by general or special order notify, 
may be vested in such returning officers as may be 
appointed by the Central Registrar in this behalf. 
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(vii) Term. —(a) The term of the office of the elected mem¬ 
bers of the board should not exceed three years. 

(b) however, the elected members may be allowed to 
continue to hold office till their successors are elec¬ 
ted under the provisions of the Law or the rules or 
bye-laws. 

(viii) Restriction on number of societies in which a per¬ 
son may be designated officer. —No person should 
hold office of Chairman, Vice-Chairman or such 
other designated office, as may be prescribed, in 
more than one national federation other than the 
National Cooperative Union of India. 

(ix) Acts of multi-state cooperative societies not to be 
invalidated by certain defects. —No act of a multi- 
State cooperative society or of any committee or of 
any office should be deemed to be invalid by reason 
only of the existence of any defect in procedure or 
in the constitution of the society or of the commit¬ 
tee or in the appointment or election of any officer 
or on the ground that such officer was disqualified 
for the appointment. 



Part V—PRIVILEGES OF MULTI-STATE COOPE¬ 
RATIVE SOCIETIES 


Nature of privileges .—To facilitate the operation and 
promote the growth of cooperatives, some rights are confer¬ 
red on and concessions extended to them. The nature of 
such privileges was defined as early as in 1904 when the first 
cooperative legislation was undertaken in the country; “Hav¬ 
ing thus provided for the constitution of our societies and 
regulated their operations, we proceed to confer upon them 
certain privileges. We exempt the shares or other interests 
of members in the capital of a society from attachment for 
their private debts, thus encouraging thrift, and giving stabi¬ 
lity to the operations of the society. We relieve societies 
from the necessity for letters of administration or a succes¬ 
sion certificate. We give them a lien upon certain forms of 
property when created or acquired by means of a loan from 
them, until the loan is repaid, and we make an entry in the 
books of a society prima-facie evidence in a suit to recover 
money due to it we take powers for the Governor General 
in Council to exempt societies and their operations from in¬ 
come-tax, stamp-duties, and registration fees, and it is our 
intention to act upon those powers at any rate in the first 
instance”. These various facilities to cooperatives are pro¬ 
vided for in the State Cooperative Societies Acts, and such 
provisions may be incorporated in the MSCS Law. 


2. First charge on land .—Many Slate Cooperative So¬ 
cieties Acts provide for creation of a charge on land belong¬ 
ing to a member in favour of the cooperative. Such a provi¬ 
sion is intended to facilitate short and medium term credit 
to agriculturists for production purposes. As we do not en¬ 
visage any multi-state cooperative society for extending credit 
to individual agriculturists, such a provision for a first charge 
on land in favour of a cooperative is not necessary in the 
MSCS Law. 


86 



87 


3. Deduction from salary. —Employees’ thrift and cre¬ 
dit societies constitute the largest number of multi-state co¬ 
operative societies. The operations of these societies will 
be greatly facilitated if the employer deducts from the salary 
of an employee every month the instalments due from him 
towards a society’s loan and pays it direct to the society. 
Many State Cooperative Societies Acts contain such a pro¬ 
vision. 

4. Multi-state cooperative societies to be body corporate. 
—In the relevant chapters in State Cooperative Societies 
Acts dealing with privileges of cooperative societies, the pro¬ 
vision to recognise cooperatives as corporate bodies is also 
made. This provision invests a cooperative with a ‘legal per¬ 
sonality’ as distinct from persons constituting it. “The ef¬ 
fect of incorporation is to protect individual members from 
suits by creditors. No legal proceedings can lie against a 
member of a society individually in respect of an obligation 
of a society. The society is to be sued and in case of de¬ 
fault, it is the society and not the individual member which 
goes into liquidation. The principles relating to body cor¬ 
porate are the same both as regards companies under the 
Companies Act and in cooperative societies under the Co¬ 
operative Societies Act.”* 

5. Taxation oj cooperatives—Tax exemption. —Greater 
confusion has existed in the public mind with regard to the 
taxation of cooperatives than with regard to almost any 
other subject “The cry of equality on the part of the opponents 
to a cooperative has been met with just as virulent a cry 
by cooperators.”** While dealing with the taxation of co¬ 
operatives, a crucial aspect that is often ignored is the distinc¬ 
tion between ‘tax exemption and tax applicability’. Tax 
exemption is a matter of public policy justified by certain 
social and economic objectives. In this context, it would 
be relevant to refer to the observations of Brandeis J., regard¬ 
ing American Cooperatives. 


♦Law and Principles of Cooperation by H. Calvert, Fifth edition, 
P.161, 

**Law of Cooperatives by Israel Packel—Page 280. 
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"“But Americans seeking escape from corporate domi¬ 
nation have open to them under the Constitution an¬ 
other form of social and economic control — one more 
in keeping with our traditions and aspirations. They 
may prefer the way of cooperation which leads directly 
to freedom and equality of opportunity which the four¬ 
teenth Amendment aims to secure. That way is clearly 
open. For the fundamental difference between the ca¬ 
pitalistic enterprise and the cooperative — between eco¬ 
nomic absolutism and industrial democracy — is one 
which has been commonly accepted by legislatures and 
the courts as justifying discrimination in both regula¬ 
tion and taxation.” 

6. Regarding federal income tax in America, it has been 
observed :* 

“Six times following the adoption of the 16th (Income 
Tax) amendment, the Congress of the United States in 
tax legislation has enacted provisions dealing specifical¬ 
ly with farmer cooperatives. In each instance, the dis¬ 
tinct character of the cooperative form of doing business 
has been recognised. The congress also has clearly 
manifested a desire to foster these mutual self-help in¬ 
stitutions for fanners.” 

In. India, various tax exemptions and concessions have 
been extended to cooperatives e.g., income tax, stamp duty, 
registration fees, professional tax etc. Extracts from the 
Income Tax Act dealing with cooperatives are given in An- 
nexure XII. 

7. Tax applicability .—The Royal Commission on Co¬ 
operatives in Canada (1944) recommended that, with the ex¬ 
ception of newly formed cooperatives and certain special 
types, the income of all cooperatives should be subject to 
tax. From the taxable income should be deductable subject 
to certain conditions and limitations such amounts as patro¬ 
nage bonuses, patronage dividends, refunds of excess hand- 


* Legal Phases of Farmer Cooperative by L.S. Hulbert, Page— 
195. 



89 


ling charges, discounts, rebates and other similar amounts 
which are paid or credited to their customers, in proportion 
to the quantity, quality or value of goods, acquired, market¬ 
ed or soldi or services rendered.”* As regards applicability 
of income tax laws to cooperatives, there is a strong and 
very rational view that the concept of entrepreneurial profit 
in the recognised economic sense, is not appropriate to co¬ 
operatives which are run for the benefit of its members who 
do business with it, and not for the purpose of making pro¬ 
fits for the entrepreneurs. It has been pointed out that “in 
as much as the cooperatives operate for its members with 
the understanding that its excess receipts will be returned 
on the basis of the amount of dealings with the members, a 
more accurate description of such a return is the expression 
used in France “trop percu” (over charge)”. This prospective 
concept is closely approximated by the retrospective expres¬ 
sion 'patronage refund’. The basic right to the refund is im- 
plicity at the time the transaction is initiated. It has been 
aptly said “the patronage dividend devise has been woven 
into the warp and woof of the cooperative system.”** Inci¬ 
dentally, there is also a tax collector’s point of view as ex¬ 
pressed by Hore-Belisha, Finance Secretary to the Treasury 
in England in 1933. Accordingly to him, there should be 
some limit to mutuality because otherwise the whole coun¬ 
try might be covered by cooperative and the Government 
would receive no ‘income-tax’. In England also we under¬ 
stand that, for the purposes of assessing cooperatives for in¬ 
come-tax, ‘patronage dividends’ are authorised to be deduct¬ 
ed as expenses. In Sweden also, it is reported that in both 
consumer and producer cooperatives, patronage dividends 
are free of tax as far as the societies are concerned. But 
these patronage dividends are taxable at the level of indivi¬ 
duals receiving them. 

8. It is not our intention in this Report to examine the 
various aspects of taxation of cooperatives. In fact, the tax 
concessions to cooperatives have to be provided for in the 
relevant tax laws e.g., Income Tax Act, Registration .Act, 

♦Quoted in Canadian Cooperative Law by W.B.Francis-*-P.188. 

**Law of Co-operatives by Israel Packel—Pages 248—249. 
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Stamp Act etc. But an enabling provisions is also made in 
the Cooperative Societies Act empowering the Government 
to remit taxes under various tax laws. Such provisions in 
the Cooperative Societies Act reflect Government’s Policy 
towards cooperatives. 

9. Other forms of State aid to cooperatives. —The recent 
cooperative enactments in States, following the recommen¬ 
dation of the Report of the Cooperative Law Committee 
(1957) define the type of assistance that Government could 
extend to cooperatives. 

10. Provisions to be incorporated in the MSCS Law. —On 
the model of the provisions made in the various State Co¬ 
operative Societies Acts, we suggest that the MSCS Law may 
contain provisions governing the following aspects: 

(i) Multi-state cooperative societies to be bodies corpo¬ 
rate .—The registration of a multi-state cooperative 
society should render it a body corporate by the 
name under which it is registered having perpetual 
succession and a common seal, and with power to 
hold property, enter into contract, institute and de¬ 
fend suits and other legal proceedings and to do all 
things necessary for the purposes for which it is 
constituted. 

(ii) Charge and set off in respect of share or contribu¬ 
tion or interest of members. —A multi-state coope¬ 
rative society should have a charge upon the share 
or contribution or interest in the capital and on the 
deposits of a member of past member, or deceased 
member and also on any dividend, bonus or pro¬ 
fits payable to a member or past member or the 
estate of a deceased member in respect of any debt 
due from such member or past member or die es¬ 
tate of such deceased member to the society, and 
may set-off any sum credited or payable to a mem- 
. ber or past member or the estate of deceased mem¬ 
ber in or towards payment of any such debt. 
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tiii) Share or contribution ck interest not liable to attach¬ 
ment .—The share or contribution or interest of a 
member or past member or deceased member in the 
capital of a multi-state cooperative society should 
not be liable to attachment or sale under any decree 
or order of any court in respect of any debt or lia¬ 
bility incurred by such member, and a receiver un¬ 
der the Provincial Insolvency Act, 1920 should not 
be entitled to or have any claim on such share o r 
contribution or interest. 

(iv) Register of members. —Any register or list of mem¬ 
bers or shares kept by any multi-state cooperative 
society should be deemed to be prima facie evi¬ 
dence of any of the following particulars entered! 
therein: 

(1) the date on which any person entered in sucb 
register or list became a member, 

(2) the date on which any such person ceased to be: 
a member. 

(v) Admissibility of copy of entry as evidence. —(a) A 
copy of any entry in a book of a multi-state coope¬ 
rative society regularly kept in the course of its 
business should, if certified in such manner as may 
be prescribed, be received in any suit or legal 
proceedings as prima facie evidence of the existence 
of such entry. 

(b) Except “in special circumstances, an officer of 
a multi-state cooperative society and an offi¬ 
cer” in whose office the books of a multi-state 
cooperative society are deposited after liquida¬ 
tion should not be required, in any legal pro¬ 
ceedings to which the society or the liquidator is 
not a party, to produce any of the society’s books 
or documents or to appear as a witness to prove 
the matters, transactions and accounts therein re¬ 
corded, if copies of,certified entries as mentioned; 
above could be produced. 

7—1 Q D & C/72 
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<vi) Exemption from compulsory registration of instru¬ 
ments .— (a) Clauses (b) and (c) of sub-section (1) of 
section 17 of the Indian Registration Act, 1908 
should not apply to: 

(1) any instrument relating to shares in a multi¬ 
state cooperative society; or 

(2) any debenture issued by any such society; or 

(3) an endorsement upon or transfer of any deben¬ 
ture issued by any such society. 

(vii) Exemption from certain taxes, fees and duties .— (a) 
The Central Government may remit the income- 
tax payable in respect of the profits of any Class of 
multi-state cooperative societies or the dividends or 
other payments received by members of any class of 
such societies on account of profits. 

(b) The Central Government may remit in respect of any 
class of multi-state cooperative societies— 

(1) the stamp duty chargeable in respect of any in¬ 
strument executed by or in favour of a coope¬ 
rative society or by an officer or member there¬ 
of and relating to the business of such society 
or any class of such instruments or in respect 
of any award or order made under this law; 
and 

(2) any fee payable under any law relating to the 
registration of documents or court-fee. 

(c) Multi-state cooperatives may also be exempted from 
payment of land revenue, agricultural income tax, 
taxes on sale or purchase of goods and taxes on 
professions. 

<viii) Deduction pom salary to meet multi-state coopera¬ 
tive society’s claim in certain cases. —(a) A member 
of a multi-state cooperative society may execute an 
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agreement in favour of the society providing that 
his employer should be competent to deduct from 
the salary or wages payable to him by the employer, 
such amount as may be specified in the agreement 
and to pay the amount so deducted to the society in 
satisfaction of any debt or other demand owing by 
the member to the society. 

<b) On the execution of such agreement, the employer 
should, if so required by the multi-state coopera¬ 
tive society by a requisition in writing and so long 
as the society does not intimate that the whole of 
such debt or demand has been paid, make the de¬ 
duction in accordance with the agreement and pay 
the amount so deducted to the society, as if it were 
a part of the salary or wages payable on the day 
as required under the payment of Wages Act. 1936. 
Such payment will constitute valid discharge of the 
employer from his liability to pay the amount deduc¬ 
ted. 

(c) If after the receipt of a requisition made by a multi¬ 
state society, the employer fails to deduct the 
amount specified in the requisition from the salary 
or wages payable to the member concerned or 
makes default in remitting the amount deducted to 
the society, the society should be entitled to recover 
any such amount from the employer as arrears of 
land revenue. 

<ix) Other forms of state aid to multi-state cooperative 
societies .—The Central Government may— 

(a) subscribe to the share capital of a multi-state 
cooperative society; 

(b) give loans or make advances to multi-state co¬ 
operative societies; 

<c) guarantee the repayment of principal and pay¬ 
ment of interest on debentures issued by a 
multi-state cooperative society. 
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(d) guarantee the repayment of share capital of a 
multi-state cooperative society and dividends 
thereon at such rates as may be specified by 
the Central Government; 

(e) guarantee the repayment of principal and pay¬ 
ment of interest on loans and advances to a 
multi-state cooperative society; and 

(f) give financial assistance in any other form, in¬ 

cluding subsidies, to any multi-state coopera¬ 
tive society. 



Part VI—PROPERTIES AND FUNDS OF CO¬ 
OPERATIVE SOCIETIES 

1. General financial features .—In this section, we deal 
with the general financial features of cooperatives, which 
need to be reflected in the legislation. These realte to: res¬ 
triction on dividends; concept of indivisibility of reserves; 
contribution to education fund; investment of funds; borrow¬ 
ings ; restriction on loans; and provident fund of employees. 

2. Concept of ( surplus’, not 'profit. —Normally, the 
State Cooperative Societies Acts use the term ‘profit’. 
As we have explained in Part V of this Chapter, the concept 
of ‘profit’ is not very appropriate to cooperatives, for, co¬ 
operatives are not in the real economic sense profit seeking 
organisations; the rationale underlying a cooperative is ser¬ 
vice to its constituents, that is, members. What a society 
retains is ‘surplus’ arising from its business with its members, 
a surplus over the actual cost of providing services to the 
members. In fact, cooperative laws in some foreign countries 
refer to ‘suiplus’ and not ‘profits’ of cooperatives. For ex¬ 
ample, section 43 of the New Foundland Act requires that 
“every society which does or can derive a surplus from its 
transactions shall maintain a reserve fund.” However, as 
all the State Cooperative Societies Acts as also the Indian 
Income Tax Act use the expression ‘profit’, the MSCS Law 
also may, to obviate possible ambiguity use the expression 
‘profit’. 

3. Restriction on dividend .—One of the important fea¬ 
tures of a cooperative is that the share capital of members 
should receive only a strictly limited rate of interest, if any. 
This principle is incorporated in the various State Coopera¬ 
tive Societies Acts and Rules. The rate of dividend under 
various State Cooperative Societies Acts and Rules varies 
from 6% to 9%. While the principle that dividend on share 
capital of members should not exceed a particular limit may 
be incorporated in the Law, the limit may be left to be 
determined by the rules. 
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4. Reserve Funds .—A normal statutory requirement is 
that a cooperative should set apart a certain percentage of its 
net surplus as a reserve before any dividend is paid. There 
are two schools of thought on members’ claim to the reserve 
fund of their cooperatives. For example, the general prin¬ 
ciple in the Danish cooperative movement is to distribute 
the surplus to members in proportion to which they have 
utilised the services of the society. The reserves also belong 
to the members. For this purpose, a capital account is open¬ 
ed for each member to which is credited his share in the total 
capital of the society including the reserves. Due to distri¬ 
bution of the bulk of the surpluses as patronage dividends 
to members and also periodical retirement of members’ share 
in their capital accounts, capital accumulation in cooperatives 
in that country is not commensurate with their operations. 
In Denmark, the taxation of cooperatives is also based on 
the societies’ capital. This basis for taxation also does not 
encourage capital formation. But this is a recognition of 
the fundamental principle that cooperatives are not profit 
earning institutions, and that they function for and on behalf 
of their members. 

5. Revolving Fund .—The principle of divisibility of the 
funds of a cooperative among the members is also linked to 
the revolving-fund plan of financing cooperatives, adopted in 
many countries, including America, particularly in respect of 
agricultural cooperatives. The expression ‘revolving-fund’ 
is used because it refers to a fund which is paid back by the 
cooperative as the fund is replenished. Explaining the re¬ 
volving fund system in American cooperatives, Hulbert 
observes: 

“Broadly speaking, this plan is one under which, after 
sufficient capital has been accumulated to justify doing 
so, money supplied by current patrons or others for capi¬ 
tal purposes is used to retire the oldest outstanding in¬ 
vestments of patrons or others in its revolving fund. 

In marketing associations, under this plan, money for 
capital purposes is obtained principally, from retains 
or deductions on a percentage or a unit basis, or from 
the sale of certificates of various kinds. In farm supply 
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associations, the major part of the capital is usually ob¬ 
tained from savings. Such associations, instead of pay¬ 
ing out patronage refunds in cash, pay them by off-set 
against the obligation of each patron to invest in the 
capital of the association. The resulting investment is 
evidenced by stock, some form of certificate of interest 
or a book credit. 

The derivation of the name ‘revolving-fund plan’ be¬ 
comes more apparent when an association reaches the 
stage when the oldest investment of the patrons of the 
previous years may be retired. It is only when an asso¬ 
ciation reaches this stage that its revolving fund begins 
to revolve.”* 

6. A rationale for the revolving fund system in agricul¬ 
tural cooperatives in many countries, also seems to flow 
from the fact that the ownership of agricultural holdings 
which provides the basis for a person to be a member of an 
agricultural cooperative, changes normally once in 15 years 
or so. Once a person moves out of farm business, he has to 
realise all his assets therein including assets in the coopera¬ 
tive accumulated from his farm business. 

7. Principle of indivisibility of reserves in cooperatives .— 
There is another school of thought which emphasises the 
indivisibility of the reserves of a cooperative. A major in 
adequacy of revolving fund system is that, as all the surplus 
is apportioned, there is no specific provision to meet future 
losses, unless the members are also required to contribute 
to such losses. Further, as a legal entity and as an econo¬ 
mic institution, a cooperative should build up its own funds 
to be able to render better service to its members. Finally, 
an indivisible and growing reserve in a cooperative lends 
stability to it, promotes corporate capital accumulation, and 
commands the confidence of creditors for expanding its acti¬ 
vities. In Indian cooperative system, the principle of indi¬ 
visibility of reserves has been rightly adopted. A suggestion 


‘Legal Phases of Farmer Cooperatives by L. S. Hulbert, Pages 
223-224. 
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ihas been made to us that the possibility of introducing a re¬ 
volving fund system in multi-state cooperatives might be con¬ 
sidered. We have carefully examined this. For the reasons 
mentioned above, we consider that the principle of indivi¬ 
sible reserve is eminently suited to our cooperatives. Second¬ 
ly, the revolving fund plan is more suited to cooperatives, 
^particularly agricultural cooperatives, which deal directly 
with the individual members. This system will not have 
.•much relevance to federations constituted of institutional 
members. Finally, we do not envisage any primary agricul¬ 
tural societies to be incorporated as multi-state cooperative 
societies. We do not, therefore, recommend the plan of 
jevolving-fund in multi-state cooperative societies. 


8. The concept of indivisibility of reserves should be 
made applicable to multi-state cooperatives also. This con¬ 
cept has also gained legal recognition in the cooperative sta¬ 
tutes in many countries. For example, in France, indivi¬ 
sible reserves are a condition for tax exemptions of a coopera¬ 
tive. The character of cooperative reserves has been well 
•expressed by Prof. Charles Gide, the well known French Eco¬ 
nomist. He compares indivisible cooperative reserves with 
public debts which, he points out, are funds used by the pre¬ 
sent generation but paid by the future generations. Indivi¬ 
sible cooperative reserves, on the contrary, are funds that are 
contributed by the present generation, but will be used by 
the future generations. This means that they are not a profit 
but rather a donation, a sacrifice of present cooperative mem¬ 
bers in favour of future generations. Therefore, the only 
thing that one should do with them from the tax point of 
view is to treat them as a donation.* 

9. Honorarium to members. —Earlier, the view was that 
members of a cooperative, when elected to the office of chair¬ 
man, director, etc. of a society, should provide honorary 
service. An interesting feature of the Danish cooperative 
movement is that no member who is elected can refuse to 
serve his first term on the board of management of a 


•Article on ‘Taxation of cooperatives’ by George Davidovic, 
reprinted in the NCUI’s Cooperative Law Journal, Jan., 1967. 
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cooperative. The principle of honorary service suits small co¬ 
operatives organised for rural communities. But, in larger 
cooperatives like national federations and other multi-state 
cooperative societies, this principle needs to be relaxed. Some 
of the State Cooperative Societies Acts already provide that 
a member may be paid remuneration on such scale as may 
be laid down in the bye-laws for any services rendered by 
him to the society. In national federations and other multi¬ 
state societies, a per diem fee is paid to directors for attend¬ 
ing meetings and there is also provision for reimbursement 
of their travelling expenses. 


10. A suggestion has been made to us that provision 
should be made to pay remuneration to the elected manage¬ 
ment of cooperatives. We have carefully examined this in 
relation to the national federations and also other multi-state 
cooperative societies. Honorary service in cooperative should 
be welcomed and encouraged. In principle, however, “there 
seems to be no reason why directors should not be compen¬ 
sated for their services. The cooperative should not be lock¬ 
ed upon as a charity to which the directors are making a 
community contribution by performing services. The co¬ 
operative as an economic enterprise should make fair pay¬ 
ment lor any and all services which it receives.”* The tra¬ 
velling expenses and per diem fee paid by cooperative to the 
directors are intended to meet the expenses incurred by mem¬ 
bers while performing services for the cooperatives. The 
point lor consideration is whether beyond these, some remu¬ 
neration also should be paid to them. National federations 
and other multi-state cooperative societies make a fairly 
large demand on the time and attention of the chairman and 
other elected officers, and it is appropriate that they should 
be compensated for this suitably. It is not, however, our 
intention that there should be whole-time chairmen or direc¬ 
tors of these cooperatives. National federations and other 
multi-state cooperatives with large business turnover have 
to conduct their business through competent, paid, full-time 
professional management. We envisage that the chairman 


♦Law of Cooperatives by Israel Packet—Page 176. 
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and other officers would devote only part of their time to 
the cooperatives. Provision may, therefore, be made for pay¬ 
ing remuneration to them subject to such restrictions as may 
be prescribed in the rules or provided in the bye-laws. 


11. Investment of funds of a cooperative. —As indicated 
earlier, we envisage cooperatives entering into joint ventures 
with private or public sector organisations. The MSCS L-aw 
should, therefore, provide inter alia for investment by coope¬ 
ratives in such ventures. 

12. Cooperative Education Fund. —One of the funda¬ 
mental principles of cooperation is that Cooperative Socie¬ 
ties should make provision for the education of their mem¬ 
bers, officers and employees and of the general public in the 
principles and techniques of cooperation, both economic and 
democratic. One of the primary responsibilities assumed by 
the NCUI is for cooperative training and education in the 
country. It may be provided in the Law that a part of the 
net project of a cooperative as prescribed in the rules, should 
be contributed to the Education Fund to be maintained by 
the NCUI. Besides, institutions having large turn-over, may 
also set apart amounts from their profits for undertaking 
training schemes suited to their requirements. 

13. Provisions to be incorporated in the Law .—In the 
light of the observations made above, we suggest that pro¬ 
visions on the following lines may be incorporated in the 
MSCS Law. 

(i) Funds not to be divided. —(a) No part of the funds 
other than the net profit of the cooperative society, 
should be paid by way of bonus or dividend or 
otherwise distributed among its members. 

(b) However, a member or a person elected to the 
Board of Directors may be paid from the general 
funds, remuneration on such scale as may be laid 
down in the bye-laws for any services rendered by 
him to the multi-state cooperative society. 
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ui) Disposal of net surplus. —(a) A multi-state coope¬ 
rative society should, out of its net profits in any 
year,— 

(1) transfer not less than 25% of such profit to 
the reserve fund; and 

(2) credit such portion of the profit to the coopera¬ 
tive Education Fund maintained by the Na¬ 
tional Cooperative Union of India or to its- 
Education Fund, as may be prescribed. 

(b) The balance of the net profit may be utilised for all 
or any of the following purposes: 

(1) payment of dividend to members on their paid- 
up share capital at a rate not exceeding the 
prescribed limit; 

(2) payment of bonus to members on the amount 
of volume of business done by them with the 
society, to the extent and in the manner speci¬ 
fied in the bye-laws; 

(3) constitution of, or contribution to, such special* 
funds as may be specified in the bye-laws; 

(4) donations or amounts not exceeding 5 % of the 
net profit for any purpose connected with the 
development of cooperative movement or chari¬ 
table purposes as defined in section 20 of 
Charitable Endowment Act, 1890; and 

(5) payment of bonus to employees of the society, 
to the extent and in the manner prescribed in 
the bye-laws. 

(c) The funds of a multi-state cooperative society* 
should not be utilised for any political purpose. 

(iii) Investment of Funds: (a) A multi-state cooperative 
society may invest or deposit its funds— 

(1) in the Post Office Savings Bank; or 
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<2) in any of the securities specified in section 20 
of the Indian Trusts Act, 1882; or 

(3) in the shares or securities of any multi-state or 
other cooperative society; or 

(4) in the shares, securities or assets of any other 
institution with the previous approval of the 
Central Registrar; 

(5) with any bank carrying on the business of 
banking approved for this purpose by the Cen¬ 
tral Registrar; or 

(6) in any other mode permitted by the rules. 

<iv) Restriction on loans: A multi-state cooperative so¬ 
ciety other than a cooperative bank should not lend 
to any person other than a member except with the 
general or special sanction of the Central Registrar. 

(v) Restrictions on borrowings: A multi-state coopera¬ 
tive society should receive deposits and loan only 
to such extent and under such conditions as may 
be prescribed or as may be specified in the bye¬ 
laws. 

<vi) Provident Fund: (a) A multi-state cooperative so¬ 
ciety may establish a Contributory Provident Fund 
for the benefit of its employees to which should be 
credited all contributions made by the employees 
of the society in accordance with the bye-laws of the 
society. 

<b) Contributory Provident Fund established by a 
multi-state cooperative— 

(1) should not be used in the business of the 
society; 

(2) should not form part of the assets of the society; 
and 

(3) should not be liable to attachment or be sub¬ 
ject to any other process of any court or autho¬ 
rity. 



Part VII—AUDIT. INQUIRY, INSPECTION AND 
SURCHARGE 

Objectives .—Compulsory audit and inspection of and 
inquiry into, cooperatives by the Registrar are designed to 
give the members of cooperatives as also the public confi¬ 
dence in the cooperatives, to protect the interests of mem¬ 
bers and creditors and to ensure that the various privileges 
conferred by the Government on the cooperatives are well 
utilised. In the context of increasing state assistance and 
patronage extended to cooperatives these statutory powers 
help to “maintain the public image of cooperation and to 
assure the state and the general public that the movement is 
proceeding on right lines.” 

2. Audit .—Cooperative audit is not mere fault finding. 
It involves both ‘financial audit’ as well as ‘methods audit’. 
Financial audit is meant to ascertain the financial results of 
the operations of a cooperative, while ‘methods audit’ sup¬ 
plements ‘financial audit’ and is directed to examining the pro¬ 
cedures of the administrative arrangements in a society, the 
observance of the principles of cooperation in business opera¬ 
tions, delegation of financial powers to, and exercise of these 
powers by, the management etc. Cooperative audit thus in¬ 
volves not only an examination of the accounts of coopera¬ 
tives, but also an assessment of its cooperative complexion. 

3. Various Committees have examined the question of 
responsibility for the audit of cooperative societies. The 
Maclagan Committee (1915), the Cooperative Planning Com¬ 
mittee (1946), the Committee on Cooperative Law (1957) and 
the Committee on Cooperative Administration (1963) have 
also suggested that the audit of cooperative societies should 
be the statutory responsibility of the Registrar. The Com 
mittee on Cooperative Administration, however, recommend¬ 
ed a separate audit wing headed by a chief audit officer under 
the overall control of the Registrar. The suggestion for re¬ 
tention of audit with the Registrar arises from the considera¬ 
tion that “on the basis of audit carried out by persons who 
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are not only professionally competent but also have the re¬ 
quisite orientation, he can keep himself in close touch with 
tiie movement.” This question was again examined by the 
Mirdha Committee on Cooperation (1965) which suggested 
that, to promote impartial and objective audit of the accounts 
of cooperative institutions and to enable the Government as 
well as the cooperative movement to have a better assess¬ 
ment through the findings of audit of the trends of develop¬ 
ment of cooperation, the audit of cooperative institutions 
should be entrusted to an agency independent of the Registrar 
of Cooperative Societies, which could be placed directly 
under the control of the State Finance Department or the 
Development Commissioner. That Committee also expres¬ 
sed the view that, ultimately, the function of audit should be 
taken over by cooperatives themselves who may form audit 
unions, or entrust the functions to the State Cooperative 
Unions and the National Cooperative Union. 

4. The Working Group on Cooperation (1968) set up by 
the Administrative Reforms Commission supported the 
views of the Mirdha Committee and observed: 

“Ultimately the cooperative movement should take upon 
itself the responsibility for audit of cooperative socie¬ 
ties. We do not, however, envisage that the movement 
could take up the entire responsibility for audit in the 
near future. We, therefore, recommend that audit 
should continue to be the responsibility of the Govern¬ 
ment. We agree with the recommendations of the Mir¬ 
dha Committee on Cooperation that there should be a 
separate audit department independent of the Registrar 
and that a pilot scheme may be initiated in carefully 
selected areas to entrust audit to the existing unions or 
separate societies to be organised for the purpose.”* 

5. The suggestion of the Mirdha Committee was made 
on the model of audit unions in West Germany, where em¬ 
phasis is placed on adequate and efficient arrangements for 
audit of accounts of a cooperative. Membership in auditing 


•Report of the Working Group on Cooperation— Page 163. 
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unions is compulsory for cooperatives in West Germany. The 
auditing unions must have legal authorisation from the Gov¬ 
ernment for performing audit functions. The law in West 
Germany also prescribes qualifications for cooperative audi¬ 
tors, “who must pass an examination before a state commis¬ 
sion, which has to fill its ranks with cooperative representa¬ 
tives.”* In Austria, “before any cooperative society can 
be registered, it has to prove that an auditing union will 
accept its affiliation in case of the registration.”* In pur¬ 
suance of the recommendations of the Mirdha Committee, 
the possibility of entrusting audit to state cooperative unions 
or an audit union on a pilot basis was considered; but we 
understand that the scheme did not take off the ground. 


6. The above discussion brings into focus the need for 
effective arrangement for audit of cooperative societies. Under 
the State Cooperative Societies Acts, the Registrar continues 
to be responsible for audit of cooperative societies in most 
of the States. In the preceding paragraphs, we also referred 
to the different views of various Committees on whether the 
Registrars should be responsible for audit of an independent 
authority under the' Government, should be responsible. 
Purely from an administrative point of view, it will not be 
desirable to create a separate authority for audit of about 120 
multi-state cooperative societies spread all over the country. 
We would, therefore, suggest that the Central Registrar 
should be entrusted with the responsibility of arranging for 
audit of cooperative societies. He could appoint chartered 
accountants or employ the state cooperative audit machinery 
or use his departmental machinery. 


7. Inspection .—Statutory provision for the inspection of 
the books of a society by a Registrar is intended to ensure 
the smooth functioning of a society and to protect the inter¬ 
ests of members and creditors of the society. A periodical 
inspection of the books of a society by the Registrar or other 
persons authorised by him may ‘help to keep societies well 


♦IntemPtional Handbook on Cooperative Legislation by Valko— 
Page 18 . 
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clear of rocks and shoals’. The State Acts also provide that 
the Registrar can undertake the inspection of society at the 
request of a creditor. 

8. Inquiry .—The State Cooperative Societies Acts also 
provide for inquiry by the Registrar or a person authorised 
by him into the constitution, working and financial condition 
of a society. Such an inquiry can be instituted by the Re¬ 
gistrar on his own motion or on the application of a certain 
percentage of members or a majority of the Board of Direc¬ 
tors. This right to an inquiry is important for the mainten¬ 
ance of the principle of equitable association. It gives the 
minority of members the right to learn what is being done 
by the Committee elected by the majority.”* Such inquiry 
and inspection also help the Registrar in deciding whether 
any radical statutory action is to be taken for reconstituting 
the management of the society for bringing to book the erring 
officers of the Society. 

9. Surcharge .—The Cooperative Law Committee (1957) 
recommend that provision should be made in the Coopera¬ 
tive Societies Acts empowering the Registrar to surcharge 
persons responsible for gross mis-application of the funds of 
a society, after an inquiry has been held and after the persons 
concerned have been given a reasonable opportunity of be¬ 
ing heard. Such a provision is normally incorporated in the 
State Cooperative Societies Acts. 

10. We suggest that the following provisions for audit, 
inquiry, inspection and surcharge, may be made in the MSCS 
Law: 

(i) Audit. —(a) The Central Registrar should audit or 
cause to be audited by a person authorised by him 
the accounts of every multi-state cooperative society 
at least once every year. 

(b) The audit should include an examination of over¬ 
due debts, if any, the verification of the cash ba¬ 
lance and securities, and a valuation of the assets 
and liabilities of the society. 

*Law and Principles of Cooperation by Calvert-Fifth Edition— 
page 227 
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(c) The persons auditing the accounts of a multi-state 
cooperative society should have free access to the 
books, accounts, papers, vouchers, stock and other 
property of such society and should be allowed to 
verify its cash balance and securities. 

(d) The directors, managers, administrators and other 
officers of the society shall furnish to the person 
auditing the accounts of a multi-state cooperative 
society all such information as to its transactions 
and working as such person may require. 

(e) The Registrar or the person authorised by him to 
audit the accounts of a multi-state cooperative so¬ 
ciety should have power where necessary— 

(1) to summon at the time of his audit any officer., 
agent, servant or member of the society, past 
or present, who he has reason to believe can 
give valuable information in regard to the 
transactions of the society or the management 
of its affairs; and 

(2) to require the production of any book or docu¬ 
ment relating to the affairs of, or any cash or 
securities belonging to, the society by any 
officer, agent, servant, or member in possession 
of such books, documents, cash or securities 
and in the event of serious irregularities dis¬ 
covered during audit, to take them into cus¬ 
tody. 

(f) If at the time of audit the accounts of a society are- 
not complete, the Central Registrar or the person 
authorised by him to audit, may cause the accounts- 
to be written up at the expense of the society. 

(g) The Central Registrar should have powers to deter¬ 
mine the audit fees to be paid by a multi-state co¬ 
operatives society. 

8—1 G D & C/72 
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(ii) Inspection of societies .—The Central Registrar, or 
any person authorised by him may inspect a multi¬ 
state cooperatve society. For the purpose of ins¬ 
pection, the Central Registrar or the person so 
authorised by him should have access to all books, 
accounts, papers, vouchers, securities, stock and 
other property of the society and may in the event 
of serious irregularities discovered during inspec¬ 
tion take them into custody. He should have power 
to verify the cash balance of the society and also to 
call a board meeting and a general meeting. Every 7 
officer or member of the society should be required 
to furnish such information with regard to the work¬ 
ing of the society as the Central Registrar or the 
person making such inspection may require. 

<iii) Inquiry by Registrar. —(a) The Registrar may of his 
own motion or on the application of a majority of 
the committee or of not less than one third of the 
members, hold an inquiry or direct some person 
authorised by him to hold an inquiry into the con¬ 
stitution, working and financial condition of a multi- 
state cooperative society. 

<b) The Central Registrar or the person authorised by 
him should have the following powers: 

(1) he should have free access to the books, ac¬ 
counts, cash and other properties belonging to 
or in the custody of the society and may sum¬ 
mon any person in possession or responsible 
for the custody of any such books, accounts, 
documents, securities, cash or other properties 
to produce the same at any place specified by 
him; 

(2) he may require the officers of the society to call 
a general meeting at such time and place at 
the headquarters of the society to consider such 
matters, as may be directed by him ; if the offi¬ 
cers of the society refuse or fail to call such a 
meeting, he should have power to call it him¬ 
self; 
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(3) he may s umm on any person who, he believes, 
has any knowledge of the affairs of the society 
to appear before him and may examine such 
persons on oath. 

<c) Any meeting called by the Central Registrar or the 
inquiry officers should have all the powers of a 
general meeting called under the bye-laws of the 
society. 

(d) The Central Registrar should communicate a brief 
summary of the report of the inquiry to the society, 
the financing institutions, if any, to which the society 
is affiliated, and to the persons or authority, if any, 
at whose instance the inquiry is made. 

<iv) Inspection of books of indebted societies.-—{a) The 
Central Registrar should on the application of a 
creditor of a multi-state cooperative society, inspect 
or direct some person authorised by him to inspect 
the books of the society. 

(b) No such inspection should be made unless the ap¬ 
plicant— 

(1) satisfies the Central Registrar that the debt is 
a sum then due, and that he has demanded pay¬ 
ment thereof and has not received satisfaction 
within a reasonable time; and 

(2) deposits with the Central Registrar such sum 
as security for the costs of proposed inspection 
as the Registrar may require. 

(c) The Central Registrar should communicate the re¬ 
sult of any such inspection to the creditor. 

(v) Cost of inquiry .—If an inquiry is held or an inspec¬ 
tion is made, the Central Registrar may apportion 
the costs, or such part of the costs, as he may think 
fit, between the society, the members or creditor 
demanding an inquiry or inspection, and the officers 
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or former officers and the members or past mem¬ 
bers, of the society after giving the society or the 
person liable to pay the costs a reasonable oppor¬ 
tunity of being heard. 


(vi) Recovery of costs .—Any sum awarded by way of 
costs may be recovered, on application to a magis¬ 
trate who should recover the same as if it were a 
fine imposed by himself. 

(vii) Surcharge. —(a) If in the course of an audit, inquiry, 
inspection or the winding up of a multi-state co¬ 
operative socitey, it is found that any person, who 
is or was entrusted with the organisation or mana¬ 
gement of such society or who is or has at any time 
been an officer or an employee of the society, has 
made any payment contrary to this Law, the rules 
or the bye-laws or has caused any deficiency in the 
assets of the society by breach of trust or wilful 
negligence or has misappropriated or fraudulently 
retained any money or other property belonging to 
such society, the Central Registrar may, of his own 
motion or on the application of the board, liquida¬ 
tor or any creditor, inquire hmself or direct any 
person authorised by him to inquire into the con¬ 
duct of such person; 

(b) However, no such inquiry should be held after the 
expiry of six years from the date of any act or 
omission referred to above. 

(c) When such an inquiry is made, the Central Regis¬ 
trar may, after giving the person concerned an op¬ 
portunity of being heard, make an order, requiring 
him to repay or restore the money or property or 
any part thereof, with interest at such rate or to 
pay contribution and costs or compensation to such 
extent, as he may consider just and equitable. 



Part VIII.—SETTLEMENT OF DISPUTES 

Scheme of settlement of disputes under the State Acts .— 
Settlement of disputes in a cooperative through a special ma¬ 
chinery outside the civil courts is another privilege conferred 
by the legislature on the cooperatives. This special proce¬ 
dure is intended to avoid prolonged and expensive litigation. 
The Report of the Cooperative Law Committee (1957) also 
recommended that “this important provision should find a 
place in the Act itself, and that it should be specifically stated 
that no court should have jurisdiction to entertain any suit 
or other proceeding in respect of such dispute. Further, 
doubts are some times expressed regarding what would con¬ 
stitute a dispute. It is, therefore, desirable to indicate the 
items which will be regarded as disputes.” 

2. All the State Cooperative Societies Acts provide for 
a special procedure for settlement of disputes in cooperatives. 
The scheme of settlement of disputes provided for in the 
State Cooperative Societies Acts, is broadly as follows: The 
disputes in a cooperative society relating to its constitution, 
management or business other than a dispute regarding disci¬ 
plinary action taken by a cooperative society or its board 
against its employees, have to be referred only to the Re¬ 
gistrar, and the civil court has no jurisdiction to entertain 
these disputes. The parties to the dispute should be the 
society, its office-bearers, past or present, its agent or servant 
or nominee or their successors, members, past members or 
persons claiming through members, or a person who has 
been granted loan by a society. When an application is 
made to the Registrar, he has power to decide whether there 
is a dispute in terms of the provisions of the Act; if he is 
satisfied that there is a dispute, he can decide the dispute 
either by himself or refer it to his nominee. Some of the 
State Cooperative Societies Acts, as in Maharashtra, also 
provide that when complicated questions of law or fact arise, 
the Registrar can require a party to approach the civil court, 
and stay the action for some time. If the party fails to ap¬ 
proach the civil court, he has to order the proceedings under 
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the Act to continue. The period of limitation for referring 
disputes to the Registrar is also fbted either in the Act or 
In the Rules. To meet the ends of justice, provision is also 
made for interlocutory orders. The detailed procedure to be 
followed for issue of summons to parties, hearing of disputes, 
recording of evidence, ensuring (or securing) appearance of 
parties and enforcing consequences of non-appearance, issue 
of awards or decisions etc., are prescribed in the rules. A 
safeguard of proper appeals against decisions and awards 
is also made in the Act. 

3. Recently, a petition was filed before the Bombay High 
Court questioning the validity of the Maharashtra Coopera¬ 
tive Societies Act and Rules which, like other State Coopera¬ 
tive Societies Acts, require compulsory arbitration in the case 
of cooperative societies; the petitioner also contended that 
these provisions in the Cooperative Societies Acts offend 
Article 14 of the Constitution which prohibits class legisla¬ 
tion. While dealing with this special Civil Application No. 
1987 of 1969, the Bombay High Court observed:* 

“The examination of the provisions reveals that the in¬ 
quiry in the dispute is to be judicial as evidence has to 
be recorded and there is the safeguard of a proper appeal 
and of the supervision of the High Court under article 
227 of the Constitution. The procedure is stricter than 
that of civil courts and it has the salutary effect of cut¬ 
ting down unnecessary technicalities of which plenty of 
advantage is taken by all concerned in all litigations in 
civil courts. Experience has been that so ar, advocates 
of some standing were appointed as nominees. Now 
it seems special officers who are full-time employees are 
also appointed for this purpose. The disputes are 
heard very quickly though even there sometimes some 
seasoned litigants succeed in delaying the proceedings. 
The safeguard of appeal really ensures just decisions of 
the dispute. Speaking for ourselves, if such procedure 
is adopted in civil Courts, probably, litigants will be 
more happy with quicker and satisfactory results and 
the present delays and wasteful expenditure of civil 
Courts be avoided. We have been dealing with matters 

•Judgment printed in Cooperative Law Journal of the NCLI, 
July, 1970. 
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decided under the Act and we are satisfied that the stan¬ 
dards of decisions are as good as, if not better than, 
those in civil courts. We are not satisfied that the pro¬ 
cedure is so inadequate as to hold that it is unreasonable. 
There is a nexus between the object to be achieved in 
the making of classification and the provisions made. 


That an exception in favour of cooperative societies can 
be made has been decided by the Supreme Court in 
Mannalal Jain v. State of Assam. In our view, there¬ 
fore, ss. 91 to 96 of the Act and rules framed thereunder 
prescribing special procedure do not in any manner 
offend art. 14 of the Constitution. 


A faint suggestion was made that these provisions affect 
the rights of the person 1 to property and are hit by art 
19(1)0). This is too specious an argument to need any 
effective answer. The same thing happens when a 
decree is passed by a civil Court in a suit, inasmuch as 
the decree may direct the defendant to hand over the 
property to the plaintiff and pay the plaintiff certain 
amount. It could not be suggested that because the 
Court is entitled to adjudicate disputes and termine the 
rights to property between two litigating parties, art. 
19(1)(2) of the Constitution would be offended.” 


4. Application of Industrial Disputes Act .—A number 
of courts have held that the Industrial Disputes Act is appli¬ 
cable to the disputes between the cooperatives and their em¬ 
ployees regarding the latter’s service conditions. The Sup¬ 
reme Court of India, in one case, held that: (i) the expres¬ 
sion ‘touching the business of the society’ used in the Co¬ 
operative Societies Acts do not cover the service conditions 
of employees, and (ii) the Registrar is not competent under 
the existing provisions of the Cooperative Societies Act to 
provide relief in respect of disputes concerning alteration of 
service conditions of employees. 
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5. A view has been expressed that cooperatives should 
be kept out of the purview of Industrial Disputes Act. We 
are not inclined to support this view. Firstly, this would 
mean that a separate industrial tribunal should be set up for 
cooperatives under the Cooperative Societies Act. We do 
not consider this necessary at this stage. Secondly, the 
labour laws of the country are intended to protect the in¬ 
terests of employees and this protection should not be denied 
to employees of cooperatives. 

6. Disputes between societies. —Under the Cooperative 
Societies Acts, disputes between any two cooperative socie¬ 
ties are to be referred to the Registrar. As single-state co¬ 
operatives in a State are all registered under the relevant 
State Cooperative Societies Act and as the State Registrar 
has jurisdiction over all those societies, settlement of dis¬ 
putes between cooperative societies registered under the State 
Cooperative Societies Acts may not present any difficulty in 
so ar as the authority who could decide the dispute, is con¬ 
cerned. The position is dilferent in the case of cooperative 
societies coming under the purview of Multi-State Coopera¬ 
tive Societies Law in view of the following special features: — 

(i) In the case of national and other federations, which 
are multi-state societies, membership will consist of 
societies which are registered under the State Co¬ 
operative Societies Acts. 

(ii) A multi-state society may be a member of a single¬ 
state society. For example, a multi-state coopera¬ 
tive society may be a member of a state coopera¬ 
tive bank or a central cooperative bank registered 
under a State Cooperative Societies Act. 


If there is a dispute between a multi-state society and its 
member which is a single-state society, and if the dispute re¬ 
lates to the business of the multi-state society, such a dispute 
will obviously come under the purview of the MSCS Law, 
which should be referred to the Central Registrar for settle¬ 
ment. Similarly, if a dispute arises between single-state 
societies which are members of a multi-state society and if 
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the dispute relates to the constitution, management or busi¬ 
ness of that multi-state society, it will be covered by the 
MSCS Law. The second category mentioned above may 
appear to present some complication. The point that arises 
for consideration in such cases is the status of a single-state 
society which admits a multi-state society as a member. A 
single-state society which admits a multi-state society does 
not, in our view, become a multi-state society. If a multi- 
state society is a member of a single-state society and if a 
dispute relating to the business of the single-state society 
arises to which the multi-state society is a party, such dispute 
would not come under the purview of the proposed multi¬ 
state cooperative societies legislation. 

7. Suggestions .—In conclusion, we would suggest that, 
•on the lines of the State Cooperative Societies Act, provision 1 
'may be made in the MSCS Law for the following: 

(i) Disputes which may be referred to arbitration. —(a) 
If any dispute touching the constitution, manage¬ 
ment or the business of a multi-state cooperative 
society (other than a dispute regarding disciplinary 
action taken 1 by it against its paid employee or a 
dispute coming under the purview of Industrial 
Disputes Act) arises, it should be referred to the 
Central Registrar for a decision. 

(b) No court should have jurisdiction to entertain any 
suit or other proceedings in respect of such dispute. 

(c) If any question arises whether a dispute referred to 
the Central Registrar is or is not a dispute under 
the MSCS Law, the decision of the Central Regis¬ 
trar thereon should be final. 

(ii> Reference of disputes to arbitration .—(a) The Cen¬ 
tral Registrar may, on receipt of the reference of 
dispute, 

(i) decide the dispute himself, or 

(ii> transfer it or disposal to any person, or 

(iii) refer it for disposal to an arbitrator. 
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(b) The Central Registrar may withdraw any reference 
to an arbitrator and decide it himself or refer the 
same to another arbitrator for decision. 

(c) The Central Registrar or an arbitrator may, pend¬ 
ing the decision of the dispute, make such inter¬ 
locutory orders as may be considered necessary in 
the interest of justice. 

(iii) Reference to civil courts .—The Central Registrar 
may, if he thinks fit, suspend the proceedings in 
regard to any dispute, if a question at issue is one 
involving complicated questions of law and fact, 
until that question has been tried by a regular suit 
in a civil court. If any such suit is not instituted 
by the parties concerned within a prescribed period, 
the Central Registrar should take action to continue 
the proceedings under the MSCS Law. 



Part IX.—WINDING UP AND CANCELLATION OF 
REGISTRATION OF COOPERATIVE SOCIETIES 


Cooperative legislation is to provide for incorporation, 
regulation and also winding up of cooperatives. Incidentally, 
it is interesting to note that cooperative legislation in some 
of the European countries like Austria and Belgium require 
that the articles of incorporation of a society may also indi¬ 
cate the duration of the society. According to article 145 
of the Belgian Code of Commerce, which is applicable to 
cooperatives, the duration of a society cannot exceed thirty 
years; if the articles do not provide otherwise, the duration 
of the society shall be only ten years.* 

2. Cooperative legislation in India specifically provides 
for winding up and cancellation o f registration of coopera¬ 
tive societies. The procedure for winding up of a society 
and cancellation of its registration is broadly as follows: If 
not less than three-fourths of the members of a society apply 
to the Registrar for winding up of a society or, if after a 
statutory inspection or inquiry, he is of opinion that the 
society should be wound up, he can issue an order winding 
up the society, and appoint a liquidator. He can also, on 
his own, order the winding up of a society in certain circum¬ 
stances. In the case of a cooperative bank to which the De¬ 
posit Insurance Act is applicable, the Registrar has to con¬ 
sult the Reserve Bank of India ; if the Reserve Bank requires 
a cooperative bank to be dissolved, the Registrar has to issue 
an order for winding up the bank. Once an order for wind¬ 
ing up is issued and a liquidator is appointed, the assets and 
liabilities of the society and the entire management of the 
affairs of the society vest in the liquidator who is responsible 
only to the Registrar. The liquidator has power to institute 
and defend suits and other legal proceedings on behalf of 
the society by the name of his office and to take action to 


♦International Hand Book of Cooperative Legislation by Valko, 
Pages 19 and 25. 
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realise the assets and discharge the liabilities of the society; 
he can also effect compromises between the creditors and the 
members of the society and the society. When the affairs of 
the society are finally wound up, the liquidator is required 
to make a report to the Registrar who issues an order can¬ 
celling the registration of the society. Even when, the wind¬ 
ing up procedure is in progress, the Registrar may cancel 
the order winding up the society if he is of the opinion that 
the society should continue to exist Provision is also made 
far appeals against orders directing the winding up of socie¬ 
ties and also against orders of the liquidator. 

3. We suggest that the procedure, outlined above for 
winding up and cancellation of registration of a society may 
be provided for in the MSCS Law on the lines of the pro¬ 
visions generally contained in the state cooperative societies 
Acts. 



Part X.—EXECUTION OF AWARDS, DECREES, 
ORDERS AND DECISIONS 

In the earlier parts of this Chapter, we have suggested 
powers to be conferred on the Central Registrar, arbitrator 
and liquidator to pass awards, orders etc. Provision has to 
be made for the execution of these awards, decisions and 
orders. Normally, the agencies for execution of these orders 
etc., are the civil courts and the Revenue Department. The 
Cooperative Law Committee, 1957, suggested that, in addi¬ 
tion to these, the Registrar should also be empowered to 
execute decrees, awards etc. departmentally. In pursuance 
of this, many State Cooperative Societies provide for al! 
these modes of recovery through the Registrar, the civil corn? 
and the Revenue Department. In respect of Himachal Pra¬ 
desh Act, wherein 1 all these three modes of recovery are pro¬ 
vided for, the High Court held: “It is thus clear that section 
101 of the Act read with Entry No. 3 of Schedule 1 and also 
Rule 92 confer upon cooperative societies unrestricted power 
and unguided arbitrary discretion to resort to one or the 
other method of recovery against the defaulter and thereby 
pick and choose some of them for the application of more 
drastic procedure under the Revenue Act The said provi¬ 
sions, therefore, do provide differential treatment for persons 
similarly situated thus being discriminatory in character, vio¬ 
late the right of equity guaranteed by article 14 of the Con¬ 
stitution. The said provisions must, therefore, be declared 
as void.” 

2. However, the provisions for execution of awards, 
decrees etc., through civil courts. Revenue Department and 
the State Cooperative Department, continue to exist in various 
other State Cooperative Societies Acts. We would suggest 
that, in the case of multi-state cooperative societies, all the 
three modes of recovery may be provided for. It is not, how¬ 
ever, our intention that the Central Registrar should em¬ 
ploy staff in all the States for execution of awards etc. 
Power to execute awards etc., could be delegated to the 
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State Registrars or other officers in the State Cooperative 
Departments. 

3. We would, therefore, suggest that provision may be 
made in the MSCS Law for execution of awards, decrees etc. 
by: (a) Central Registrar; (b) Revenue Department; and 
(c) civil courts, on the lines of the provisions made in the 
State Cooperative Societies Acts. 



Part XI.—APPEALS 

In a system where powers are conferred on Central 
Registrar, arbitrator and liquidator to pass orders, awards 
etc., under the Act, it is necessary, in order to meet the ends 
of justice to provide also for appropriate appeals and review. 
Further, in Chapter III, we referred to the principle of open 
membership in cooperative societies. The note circulated 
to the National Development Council (Annexure VIII), also 
referred to the need for provision in the Act for appeal 
against refusal of admission by a society. As indicated in 
Annexure X, most of the Cooperative Societies Acts provide 
for such appeals. Similar provision may be made in the 
Multi-state Cooperative Societies Law also. As a corollary, 
provision has also to be made against the decision of a 
society to expel a member. The time limit for preferring 
an 1 appeal in any case may be fixed at sixty days. In case 
of decisions, awards, etc. passed by a society or a person 
other than the Central Registrar, provision may be made 
for an appeal to the Central Registrar and, in other cases, 
to the Central Government. Provision may also be made for 
review and interlocutory orders. 

2. Need for Tribunal —The Committee on Co-operative 
Law (1957) suggested the establishment of tribunals under 
the State Cooperative Societies Acts to hear appeals against 
arbitration awards. Many State Cooperative Societies Acts 
provide for setting up of co-operative tribunals. As the total 
number of multi-state cooperative societies is only about 120 
spread all over the country, we do not consider it necessary 
to set up a separate tribunal for them. 

Suggestions .—We suggest that provisions may be made 
on the following lines in the Multi-State Co-operative Societies 
Law: 

(0 Appeals. —(a) An appeal should be provided 
against— 

(1) An order of the Central Registrar refusing to 
register a multi-state co-operative society; 
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(2) an order of the Central Registrar refusing to 
register an amendment of the bye-laws of a 
multi-state cooperative society; 

(3) a decision of a multi-state co-operative society 
refusing to admit any person, who is otherwise 
duly qualified for membership, as member; 

(4) a decision of a multi-state co-operative society 
expelling member; 

(5) an order of the Central Registrar removing the 
board of directors of a multi-state cooperative 
society; 

(6) an order made by the Registrar apportioning 
the costs of an enquiry or an inspection; 

(7) any order of surcharge; 

(8) any decision or award made by the Central Re¬ 
gistrar or an arbitrator; 

(9) an order made by the Central Registrar 
directing the winding up of a multi-state co¬ 
operative society; 

(10) any order made by the liquidator; and 

(11) any order made for conditional attachment of 
property. 

(b) An appeal against any decision or order should be 
made within 60 days from the date of the decision 
or order to the Central Government or the Central 
Registrar appointed by the Central Government 
according as the decision or order was made by the 
Central Registrar or any other person. 

(c) An order passed in appeal should be final and no 
more appeal should lie against it. 
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(ii) No appeal or revision in certain cases .—In the case 
of orders of winding up or re-organisation, or super- 
session of the board of directors, of a co-operative 
bank, with the approval or at the request of the 
Reserve Bank, no appeal should lie. 

(iii) Review .—The Central Registrar and the Central 
Government should have powers to review his; its 
own orders. 

(iv) Interlocutory orders: The appellate authority should 
have powers to make interlocutory orders, pending 
the decision of the appeal or review. 



Part XII.—SOCIETIES WHICH BECOME MULTI¬ 
STATE SOCIETIES CONSEQUENT ON RE-ORGA¬ 
NISATION OF STATES 

As we mentioned in Chapter II, when the States were 
re-organised under the States Re-organisation Act, 1956, 
some cooperatives, the objects of which were confined to 
one State, came to be extended beyond one State. Some of 
the single-state societies thus became multi-state societies 
consequent on the re-organisation of States. As the 1942 Act 
did not provide for such categories of multi-state societies, 
section 105 of the State Reorganisation Act, 1956 inserted 
section 5A in the Multi-unit Cooperative Societies Act to 
govern these new categories of societies which became multi¬ 
state societies consequent on the Re-organisation of States 
under the States Re-organisation Act, 1956. The provisions 
of the Multi-unit Cooperative Societies Act were made appli¬ 
cable to such societies and a special procedure was also laid 
down for reorganisation or reconstitution or dissolution of 
such societies. The Andhra Pradesh and Madras (Altera¬ 
tion of boundaries) Act, 1959, made this section 5A applic¬ 
able to all societies which became multi-state societies as a 
result of any enactment relating to the re-organisation of 
States. The Bombay Re-organisation Act, 1960 and the 
Punjab Reorganisation Act, 1966 introduced sections 5C and 
5D respectively in the Multi-unit Co-operative Societies Act 
to facilitate reorganisation of certain state level societies 
which would be multi-state societies consequent on the re¬ 
organisation of those States. 

2. Section 5-A, as inserted by the State Reorganisation 
Act 1956, provided for the transfer of assets and liabilities 
-of a multi-state cooperative society coming under the purview 
of Section 5-A, to a new cooperative society; but there was 
no provision for such transfer of assets and liabilities to an 
-existing cooperative society. To facilitate such transfers, 
section 5-A was further amended. A copy of the Multi-unit 
^Cooperative Societies Act, 1942 is given at Annexure III. 
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3. Section 5-A provides for a special procedure for re¬ 
constitution, reorganisation or dissolution of a society. The 
procedure is broadly as follows : The Central Registrar 
should prepare a scheme for reorganisation, reconstitution 
or dissolution of a society, obtain the approval of the Cen¬ 
tral Government, and place it before the general body of the 
society. The procedure for convening the general body is 
to be prescribed in the rules. A copy of the rules framed by 
the Central Government, is at Annexure IV. If the general 
body, by a resolution passed by a majority of members pre¬ 
sent at the meeting, sanctions the scheme, the Central Regis¬ 
trar can certify the scheme, which will be binding on all 
share holders and creditors. If the scheme is not sanctioned 
by the general body, the scheme has to be referred to such 
Judge of appropriate High Court as may be nominated by the 
Chief Justice of the Court and the decision of that Judge shall 
be final and binding on all concerned. 

4. Suggestions .—Our suggestions are as follows: 

(i) To facilitate re-organisation of existing societies 
which become multi-state societies consequent on 
reorganisation of States; and also to provide for 
any contingency arising from reorganisation of 
States, if any in future, provision on the lines of 
section 5-A may be incorporated in the Multi-State 
Cooperative Societies Law for reconstitution or re¬ 
organisation of societies. 

(ii) We do not consider it necessary to have a special 
procedure for winding up of societies which be¬ 
come multi-state societies as a result of reorganisa¬ 
tion of States. It may, therefore, be considered 
whether the normal procedure prescribed in the 
MSCS Law for winding up of societies, could be 
made applicable to such societies also. 

<iii) Sections 5-C and 5-D of the present MUCS Act are 
purely transitory provisions incorporated in the 
Act to expedite reorganisation, reconstitution etc., 
of certain societies which became multi-state socie¬ 
ties consequent on the reorganisation of the 



earstwhile Bombay and Punjab States respectively. 
Information available with us shows that no pro¬ 
ceedings in respect of such societies covered by 
these sections, are still pending. It may, therefore, 
be considered whether the sections 5-C and 5-D 
in the present MUCS Act may be omitted from the 
proposed legislation. 



Part XIII.—MISCELLANEOUS 

1. Offences and penalties .—The State Cooperative 
Societies Acts define the offences under the Act and also 
prescribe the penalties for them. The offences relate to 
furnishing of false information, disobeying summons issued 
under the Act, default on the part of an employer to remit 
to a cooperative the deduction made by him from the salary 
of an employee towards the dues of that society and wilful 
failure on the part of an officer or employee of a society to 
hand over books etc. Such provisions may be incorporated 
in the MSCS law also. 

2. Opening of branches .—Some of the national federa¬ 
tions, particularly the business institutions like the National 
Agricultural Cooperative Marketing Federation and the 
National Cooperative Consumers Federation, have opened 
and they need to open branches in various places to facilitate 
their business. In this connection, it is observed that some 
of the State Cooperative Societies Acts prescribe that a 
society registered under a State Cooperative Societies Act, 
shall not open a branch outside the State, or a cooperative 
registered in any other State shall not open a branch within 
that State, without the prior permission of the Registrar. For 
example, section 159(1) of the Maharashtra Cooperative 
Societies Act reads as follows: 

“No society shall open a branch or a place of business 
outside the State of Maharashtra and no cooperative 
society registered under any law in any other State shall 
open a branch or a place of business in the State of 
Maharashtra without the permission of the Registrar.” 

Section 163 of the Gujarat Act which is similar to section 
159 of the Maharashtra Act, however, adds a proviso to the 
effect that the provision placing a restriction on opening of 
branches will not apply to multi-state cooperative societies. 
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3. To facilitate its business, a multi-state society has 
necessarily to open branches in various places where its 
members are situated. No legal restriction should, therefore, 
be placed in opening of such branches. We would, therefore, 
suggest that besides advising State Governments to delete 
such restrictive provision relating to multi-state societies from 
their Acts, a specific provision may be made in the MSCS 
Law permitting multi-state societies to open branches in any 
place covered by their area of operation, that is, the area 
from which they can draw their membership according to 
their bye-laws. 

4. Jurisdiction of State Registrar over branches .—In 
terms of the existing provisions of the Multi-Unit Coopera¬ 
tive Societies Act, the Registrar of a State wherein a branch 
of a multi-state society registered in another State is opened, 
has the same powers of audit and inspection over that branch, 
as he may exercise in respect of any cooperative actually 
registered in his State; he may also call for returns and other 
information from the branch and, if the society fails, it could 
be penalised under section 5 of the MUCS Act. This arrange¬ 
ment was thought of at a time when a multi-state society was 
also to be registered under a State Cooperative Societies Act. 
The purpose of the proposed MSCS Law is that all the 
multi-state cooperative societies should come under the pur¬ 
view of the Central Government and the Central Registrar. 
In this situation under the MSCS Law we do not consider it 
necessary to allow a State Registrar, to exercise powers of 
inspection, audit etc., under the State Act. No provision 
need, therefore, be made in the MSCS Law empowering a 
State Registrar to have jurisdiction over branches of a multi¬ 
state society. 


5. It is also observed that section 159(2) of the Maha¬ 
rashtra State Cooperative Societies Act provides that if a 
cooperative society registered in any other State, is permitted 
to open a branch in Maharashtra, such society must furnish 
returns, information etc., required by the Registrar, Maha¬ 
rashtra. A similar provision is also made in the Gujarat 
State Cooperative Societies Act; but section 163(3) of the 
Gujarat Act exempts the multi-state cooperative societies 
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from such obligation. We have suggested that the State 
Registrar should have no jurisdiction over the branches, and 
that no restriction need to be placed on a multi-state society 
opening branches within its area of operation. There is, 
therefore, no need for a branch of a multi-state society to 
send information or returns to that State Registrar. We 
suggest that the concerned State Governments whose State 
Cooperative Societies Acts contain such provisions may be 
advised to delete them or exempt multi-state societies from 
the operation of such provisions. Under the proposed MSCS 
Legislation, we envisage that the State Registrars will have 
only such powers in respect of multi-state societies as are 
delegated to them by the Central Government under the 
MSCS Law itself. 

6. Copy of Act, rules and bye-laws to be opened to 
inspection .—All State Cooperative Societies Acts provide 
that a society shall keep a copy of the Act, rules and its. 
bye-laws and also a list of its members, open to inspection. 
A similar provision may be made in the MSCS Law also. 

7. Prohibition of the word 'cooperative ’.—Every State 
Cooperative Societies Act prohibits the use of the word 
‘cooperative’ by any other organisation. As all State Co¬ 
operative Societies Acts contain this provision, no specific 
provision need be made in the MSCS Law. 

8. Power to exempt Societies .—Experience shows that 
when some special types of cooperatives are to be organised 
in special situations, it is necessary to relax some of the con¬ 
ditions prescribed in the Act as to registration. In the case 
of some of the existing societies also, it might become 
necessary to exempt any society or class of societies from 
some of the provisions of the Law, to facilitate their func¬ 
tionings. An enabling provision empowering the Central 
Government to grant such exemptions in deserving cases may 
be made in the proposed legislation. 

9. Companies Act not to apply .—A specific provision 
needs to be made that the provisions of the Companies Act, 

1956 will not be applicable to multi-state cooperatives. 
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10. Other miscellaneous provisions .—Other provisions 
made in the State Cooperative Societies Acts relating to 
recognition of the liquidator as a public servant, bar of 
jurisdiction of civil courts saving of existing societies etc. 
may also be made in the MSCS Law. 



Part XIV.—RULE MAKING POWERS 

As we mentioned in Chapter III, while the Act should 
provide the broad legal frame-work for facilitating the regis¬ 
tration and working of multi-state cooperative societies, and 
also for the creation of necessary agency and authority for 
guidance and supervision, matters in respect of which a 
certain degree of elasticity is necessary, or those of a pro¬ 
cedural nature should be covered under the rules. While 
suggesting provisions for incorporation in the MSCS Law in 
the earlier Parts of this Chapter, we had indicated in several 
places that certain matters may be dealt with in the rules. 
We suggest that rule making powers may be provided for 
specifically in respect of the following matters : 

(i) the maximum number of shares or portion of the 
capital of a multi-state cooperative society, which 
may be held by a member; 

(ii) the forms to be used and the conditions to be com¬ 
plied with in the making of applications for 
registration and the procedure in the matter of such 
applications; 

(iii) the procedure and conditions for change in the 
extent of liability; 

<iv) the matters in respect of which a multi-state co¬ 
operative society may or should make bye-laws 
and for the procedure to be followed for this pur¬ 
pose; 

(v) the conditions to be complied with by persons 
applying for admission or admitted as members, 
and for the payment to be made and the interest 
to be acquired before the exercise of their rights'of 
membership; 

M) the manner in which funds may be raised by means 
of shares and debentures or otherwise; 
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(vii) for general meeting of the members and for the 
procedure at such meetings and the powers to be 
exercised by such meetings; 

(viii) votes of members; 

(ix) the prohibitions and restrictions subject to which 
societies may transact business with persons wha 
are not members; 

(x) the proportion of individuals and societies in the 
constitution of the board of directors and the 
general body; 

(xi) constitution and powers of a representative general 
body; 

(xii) the election and nomination of members of boards, 
the appointment or election of officers and the 
suspension and removal of the members and other 
officers, and for the powers to be exercised and the 
duties to be performed by the board and other 
officers; 

(xiii) restriction on number of societies in which a person 
may be designated officer. 

(xiv) the appointment of, and regulation of work entrust¬ 
ed to, administrator; 

(xv) prohibiting a multi-state cooperative society from 
electing a defaulting member or representative of a 
defaulting member-society on its board; 

(xvi) the accounts and books to be kept by a multi-state 
cooperative society and the audit of such accounts 
and the charges, if any, to be made for such audit, 
and the periodical publication of a balance-sheet 
showing the assets and liabilities; 

(xvii) the persons by whom and the form in which copies 
of the entries in books or multi-state cooperative 
societies may be certified and for the charges to be 
levied for the supply of such copies; 

(xviii) the appointment of an arbitrator to decide disputes; 

(xix) the procedure to be followed in proceedings before 
the Central Registrar, arbitrator or other persons 
deciding disputes; 
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(xx) withdrawal and expulsion of members and for the 
payments, if any, to be made to members who with¬ 
draw or are expelled and for the liability of past 
members and of the estates of deceased members; 

(xxi) the mode in which the value of a deceased member’s 
share or interest should be ascertained; 

(xxii) the payments to be made and conditions to be com¬ 
plied with by members applying for loans, the 
period for which any loans may be made and the 
maximum amount which may be lent, to any 
member; 

(xxiii) the formation and maintenance of reserve funds 
and other funds and the objects to which such 
funds may be applied, and for the investment of 
any funds under the control of a multi-state co¬ 
operative society; 

(xxiv) the conditions under which profits may be dis¬ 
tributed to the members of a multi-state cooperative 
society and the maximum rate of dividend which 
may be paid by multi-state cooperative societies; 

(xxv) remuneration to members and the members of board 
of directors for services rendered; 

(xxvi) the calculation and writing off of bad debts by 
multi-state cooperative societies; 

(xxvii) the procedure to be followed in presenting and 
disposing of appeals; 

(xxviii) the procedure to be followed by a liquidator; 

(xxix) procedure for execution of awards, decrees etc; 

(xxx) procedure for re-constitution and re-organisation of 
societies which become multi-state societies con¬ 
sequent on re-organisation of a State; and 

(xxxi) the terms and conditions on which the Central 
Government may make share-capital contribution 
or give assistance, financial or other, to multi-state 
cooperative societies and the terms and conditions 
on which the Central Government may guarantee 
the payment of the principal or interest on deben¬ 
tures issued by multi-state societies or loans raised 
by them. 



CHAPTER V 

ADMINISTRATION OF THE LEGISLATION 

Introduction. —Our terms of reference require us 
.inter-alia : 

(a) to consider the desirability of categorisation of 
multi-unit cooperative societies on the following or 
any other suitable basis:— 

(i) national cooperative federations, 

(ii) Societies having membership residing in more 
than one State, 

(iii) other multi-unit cooperative societies having 
objects extending beyond one State; 

(b) to consider and recommend the extent of powers 
and responsibilities of the Central authorities and 
the extent to which the same can be delegated to 
the State authorities in respect of different catego¬ 
ries; and 

(c) to consider other related matters. 

The categorisation of societies, delegation of powers 
under the MSCS Law and arrangements for the administra¬ 
tion of the legislation are dealt with in this Chapter. 

5.2. Categorisation of societies. —The tentative classifica¬ 
tion indicated in the terms of reference, mentions ‘societies 
having membership residing in more than one State’ and 
‘other multi-unit societies having objects extending beyond 
one State’. As we clarified in Chapter IV, a basic criterion 
which a society should satisfy to be eligible for incorporation 
under the MSCS Law is that the aim of the society should 
be such as to render it necessary for the society to have its 
membership spread over more than one State. In the light 
of this basic criterion, there is no distinction between the two 
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categories of societies mentioned above. The primary 
objective of categorisation of societies referred to in the 
terms of reference, seems to be to facilitate delegation of the 
powers of the Central Registrar under the Law on the basis 
of such categorisation. 

5.3. As we explained in Chapters II and III, the need 
for a comprehensive central legislation for multi-state 
societies acquired an edge because of the emergence of a 
number of national federations in different sectors of the 
cooperative movement These federations require Central 
guidance and assistance in the context of the new trends in 
the overall development of the cooperative movement in the 
country. From the point of view of administration of the 
Law in respect of different types of multi-state cooperative 
societies, it would be more convenient to classify societies 
into two categories only viz., national federations and others. 

5.4. We have not attempted a legal definition of such 
federations, as a definition applicable to all national federa¬ 
tions in difficult to arrive at because in point of composition, 
the existing national federations vary widely. Further, some 
of the national federations are purely promotional organisa¬ 
tions, and some others undertake business activities also. 
This does not, however, mean that national federations can¬ 
not be identified. As indicated in Chapter IV, the special 
characteristics of national federations are: (i) their bye-laws 
envisage admission of state level federations; (ii) they can 
draw their membership from all parts of the country; and 
(iii) their primary objective is to foster the development of 
cooperative movement in the country as a whole as in the 
case of the National Cooperative Union of India, or coordi¬ 
nate and facilitate the activities of particular sectors of the 
cooperative movement in the country as in the case of the 
National Federation of Cooperative Sugar Factories, the 
National Agricultural Cooperative Marketing Federation etc. 
For practical convenience and also for giving recognition to 
the national organisations in the statute itself, we suggested 
in Chapter IV that, instead of attempting a legal definition of 
a national federation, they may be listed in a schedule to the 
Law with power to the Central Government to add to, or 
delete from, the list by a notification. 
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Delegation of powers of a Central Registrar 

5.5. Present position. —The Multi-Unit Cooperative So¬ 
cieties Act, 1942, provides for the appointment of the Central 
Registrar. A provision has also been incorporated in the 
Act that, until such appointment is made, the State Registrar 
should be entrusted with the functions of a Central Registrar. 
Section 4 of the present MUCS Act reads as follows: 

“(1) The Central Government may, if it thinks ht, 
appoint a Central Registrar of Cooperative Societies. 

(2) The Central Registrar of Cooperative Societies if 
appointed, shall exercise in respect of any coopera¬ 
tive society to which this Act applies, to the 
exclusion of Provincial Registrar, the powers and 
functions exercisable by the Registrar of Coopera¬ 
tive Societies of the Province in which, such society 
is actually registered.” 

In terms of the above provision, once a Central Regis¬ 
trar is appointed, the State Registrars have no jurisdiction 
over multi-state societies. Prior to 1956, there was also no 
provision in the Act for the delegation of the powers of the 
Central Registrar to the State Registrars of Cooperative 
Societies. An important provision incorporated in the pre¬ 
sent Act by the States Reorganisation Act, 1956, is section 
5B which provides for delegation of the powers of the 
Central Registrar to officers of the Central and the State 
Governments. 

5.6. For the first time, in December, 1956, the Central 
Government appointed the Joint Secretary incharge of Co¬ 
operation in thfe Ministry of Agriculture as the Central 
Registrar of Cooperative Societies. Simultaneously, in terms 
of section 5B, the powers of the Central Registrar were also 
delegated to some of the officers of the State and the Central 
Governments; but this was restricted to the reconstitution, 
reorganisation or dissolution of multi-unit cooperative socie¬ 
ties. Obviously this was meant for the societies that became 
multi-state societies as a result of the reorganisation of States 
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in 1956. A copy of the Notification No. F. 11.22/56-Coop., 
dated the 29th December, 1956 is given at Annexure XIV. 
The question of administration of the MUCS Act was con¬ 
sidered in detail by the Union Department of Cooperation 
in 1960, and all the powers of the Central Registrar were 
also conferred on the State Registrars of Cooperative Socie¬ 
ties in respect of multi-state societies actually registered or 
deemed to be registered in their respective States, in May, 
1960. As the delegation was made only in favour of Regis¬ 
trar of a State, it was found that, in some cases, even junior 
officers of the State Cooperative Departments were exercising 
the powers of the Central Registrar, and this led to compli¬ 
cations in certain cases. The Union Department of Coopera¬ 
tion, therefore, decided in June, 1961 to delegate the powers 
of the Central Registrar to the State Registrars by name; 
as and when there has been a change of Registrar in a State, 
the Union Department of Cooperation has been issuing re¬ 
vised notifications. 

5.7. Until March, 1971, a State Registrar exercised all 
the powers of the Central Registrar in respect of all multi¬ 
state societies registered or deemed to be registered in his 
State. The Union Department of Cooperation reviewed the 
position of conferment of powers on State Registrars and 
decided that the Central Registrar, to the exclusion of the 
State Registrar concerned, should exercise powers in respect 
of national federations in certain matters like amendment of 
bye-laws, management of societies etc. In their Notification 
No. L. 11011/2/70-Coordn., dated the 27th March, 1971, the 
Central Government directed that the powers and authority 
in respect of certain national federations and also the Indian 
Farmers’ Fertilisers Cooperative Ltd., which is the biggest 
cooperative venture in the country, could be exercised by the 
State Registrars in relation only to matters pertaining to audit, 
settlement of disputes, appeals, revision and review and 
execution of awards, decisions, decrees and orders. In respect 
of other societies, the State Registrars could also exercise all 
the powers of the Central Registrar in respect of all matters. 
For the first time, it was also indicated in the Notification 
that the State Registrars should comply with such directions 
as may be issued by the Central Registrar of Cooperative 
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Societies. Another feature of this notification is that powers 
were conferred on the State Registrars by designation and 
not by name; but, in terms of the notification, only a Regis¬ 
trar appointed by a State Government for the State as a 
whole under the provisions of the State Cooperative Societies 
Act and not those to whom the powers of the Registrar are 
delegated, could exercise the powers of the Central Registrar. 
A copy of the Notification is given in Annexure XV. 

5.8. The exercise of powers of the Central Registrar by 
the State Registrar was considered by the Conference of State 
Ministers of Cooperation held in October, 1961. The Con¬ 
ference suggested that, before registration of a society under 
the present Multi-Unit Act, the State Registrars exercising 
the powers of the Central Registrar should obtain the 
approval of the Central Government. In pursuance of this, 
the Government of India advised all State Governments that 
the State Registrars should obtain the prior approval of the 
Central Government before registering any multi-unit society 
or registering any amendments to the bye-laws of the existing 
societies. A copy of the policy letter No. 3-14/60-CT, dated 
the 24th November, 1961 issued by the Central Government 
is at Annexure XVI. These instructions have since been 
revised by the Union Department of Cooperation in its letter 
No. L/11012/2/71-Coord, dated the 15th June, 1971 (Annex¬ 
ure XVII). In this letter, the State Registrars were, inter- 
aiia, advised as follows: 

(i) Any amendment to the bye-laws of a single-state 
society which has the effect of converting it into a 
multi-state society should not be registered without 
the prior approval of the Central Registrar. 

(ii) The approval of the Central Registrar may be 
obtained before registering amendments to the 
bye-laws of existing multi-state cooperative societies, 
if these relate to the extension of the area of opera¬ 
tion of the society. Other amendments may be 
registered by the State Registrars themselves, 
exercising the powers of the Central Registrar. 



139 


(iii) Registration of amendment of bye-laws of societies 
which have become multi-state societies as a result 
of the reorganisation of States and which are gov¬ 
erned by section 5A of the Multi-Unit Cooperative 
Societies Act, should have the prior approval of 
the Central Registrar. 

(iv) Specific approval of the Central Registrar may be 
obtained before registering a multi-state cooperative 
society. 


5.9. Delegation of powers under the MSCS Law. —We 

recommended in part II of Chapter IV that any power or 
authority exercisable by the Central Registrar under the 
MSCS Law should, in relation to such societies and such 
matters and subject to such conditions as may be specified in 
the direction, be also exercisable by such officers subordinate 
to the Central or the State Governments provided that powers 
regarding registration of a multi-state society and the powers 
of the Central Registrar in relation to a national federation, 
should be exercisable only by the Central Registrar appointed 
by the Central Government. In other words, the pattern of 
delegation of powers under the MSCS Law would be broadly 
as follows:— 

(i) In respect of national federations, the powers of 
Central Registrar in respect of all matters covered 
by the MSCS Law will be exercised only by the 
Central Registrar appointed by the Central Govern¬ 
ment. 

(ii) Powers of registration of all multi-state societies, 
would be exercised only by the Central Registrar 
appointed by the Central Government. 

(iii) In respect of societies and matters not covered by 
items (i) and (ii) above, the Central Government 
may delegate the powers of the Central Registrar to 
any officer subordinate to the Central or die State 
Governments. 

10—1 c D & C/72 
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5.10. Stetutoiy functions. —The statutory responsibility 
of a Central Registrar (including a person on whom the 
powers of the Central Registrar are conferred under the Act) 
could be broadly divided into two categories: 

(i) responsibility to discharge certain functions himself 
e.g., registration of a society; registration of amend¬ 
ment of bye-laws, supersession of management of a 
society ; ordering an inquiry or inspection ; ordering 
winding up of a society ; cancellation of registration 
arranging for audit, arbitration etc. 

(ii) power to appoint persons for specific purposes e.g., 
appointment of auditors, inquiry officers, adminis¬ 
trators, arbitrators, liquidators etc. 

Powers in respect of item (i) mentioned above are to be 
delegated by the Central Government. Powers in respect of 
(ii) above are to be exercised by the Central Registrar or 
by an officer of the Central or State Government to whom 
powers in respect of item (i) are delegated by the Central 
Government. 

Administration arrangements 

5.11. Present position.—A Joint Secretary in the Union 
Department of Cooperation is now the Central Registrar. 
He is performing the functions of the Central Registrar in 
addition to other major items of work relating to cooperative 
credit, planning and coordination, administration of the 
Department etc. There is no supporting staff exclusively 
earmarked for the administration of the present MUCS Act. 

5.12. Suggested set up.—As all the powers of the Central 
Registrar have also been delegated to State Registrars, the 
need for a separate administrative machinery for the adminis¬ 
tration of the present MUCS Act, has not been felt. A unifi¬ 
ed legislation applicable to all multi-scale societies, as suggest¬ 
ed by us, calls for adequate administrative machinery for 
the administration of the Law. 
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5.13. We have suggested in the preceding paragraphs 
ithat the Central Registrar should assume responsibility in 
respect of all national federations and also in respect of 
matters relating to the registration of all multi-state societies. 
He has also to hear appeal against awards of arbitrators, 
orders of liquidators etc. Besides statutory functions, in 
view of the increasingly important role of national federations 
in the expansion and the strengthening of the cooperative 
movement in the country, greater promotional and develop¬ 
mental responsibilities would devolve on the Central 
Registrar. We would, therefore, suggest that, as at present, 
.a. senior officer in the Union Department of Cooperation may 
be appointed as the Central Registrar under the MSCS Law. 
The new range of functions under the MSCS Law would 
^certainly demand much of the Central Registrar’s time and 
attention. It is important that, to function effectively, he 
should have adequate supporting staff to assist him. It is 
also necessary to appoint other officers and delegate some of 
the powers of the Central Registrar to them. The State 
Registrars of Cooperative Societies or other senior officers of 
"State Cooperative Departments or other Departments dealing 
with cooperatives, could also be invested with the powers of 
the Central Registrar in respect of societies other than 
national federations and in respect of matters other than 
registration of a multi-state society. 

5.14. Audit, inspection etc.—In the case of societies in 
respect of which the Central Registrar will exercise powers 
under the MSCS Law to the exclusion of State Registrars, 
he has to appoint auditors, inspectors, inquiry officers and 
arbitrators. As the Central Registrar will be dealing with 
only bigger institutions, we suggest that audit of those 
institutions could be entrusted to chartered accountants, or, 
wherever necessary, arrangements could be made with the 
State Cooperative Department; he could also utilise the 
services of the officers of the Union Department of Coopera¬ 
tion. Similarly, arbitratation work could be entrusted to 
qualified arbitrators appointed for different societies. For 
the purpose of inspection and inquiry into the affairs of 
these societies, the Central Registrar may utilise the services 
•of the officers of the Union Department of Cooperation. In 
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the case of national federations for marketing and processing 
of agricultural produce, the services of officers of the NCDC 
might also be utilised. 

5.15. The State Registrars or other officers of the State 
Governments on whom the powers of the Central Registrar 
have been delegated in respect of certain multi-state societies, 
may use the State administrative machinery for inspection, 
audit, inquiry, arbitration etc., and wherever necessary, also- 
appoint arbitrators and chartered accountants. 

5.16. Conclusion.—For the administration of the MSCS 
Law and also to provide guidance, assistance and counsel to 
multi-state cooperative societies, we, thus, envisage com¬ 
prehensive administrative arrangements. A senior officer in 
the Union Department of Cooperation will be the Central 
Registrar. He will be assisted by adequate supporting staff 
at the headquarters, which would also include officers on 
whom some of the powers of the Central Registrar might be 
conferred. He may appoint chartered accountants and 
arbitrators for societies in respect of which he is directly 
responsible; inspection and inquiry of these societies could 
be done through officers of the Union Department of Co¬ 
operation and the officers of the NCDC. The State Registrars 
or other senior officers of the State Cooperative Departments 
or other Departments dealing with cooperatives, could be 
invested with the powers of the Central Registrar in respect 
of societies and matters other than those for which the Cen¬ 
tral Registrar is directly responsible; these officers could use 
the State machinery itself for audit, inquiry, inspection etc.,, 
and may also appoint chartered accountants and qualified 
arbitrators. 



CHAPTER VI 

CONCLUDING OBSERVATIONS 

The constitutional responsibility of the Central Govern¬ 
ment for multi-state cooperative societies and the emergence 
of national federations in recent years, have underlined the 
need for a comprehensive Central legislation governing vari¬ 
ous aspects of the functioning of multi-state cooperatives. 
We have, as required by our terms of reference, suggested 
in this Report a broad frame-work for the proposed Multi- 
State Cooperative Societies legislation. The contours of the 
legislation we have suggested, follow the general pattern of 
the Indian cooperative legislation; but, in filling in the details, 
necessary changes have been indicated to suit the require¬ 
ments of multi-state cooperative societies. 

6.2. The scope of the legislation we have recommended, 
reflects the cooperative principles enunciated by the Com¬ 
mission on Cooperative Principles of the International Co¬ 
operative Alliance. Besides, State policies on Cooperation, 
which need legal recognition and support, and which are 
relevant to the multi-state societies, have been suggested for 
incorporation in the proposed legislation. In the Chapter on 
“‘Suggested Scope of the Proposed Legislation”, besides re¬ 
commending the lines on which provisions are to be made, 
and explaining the rationale underlying such provisions, we 
have also at the conclusion of each part of that Chapter, 
listed the types of provisions that may be made. We would 
hasten to add that those are not intended to be a draft of 
the proposed legislation; our main objective is to focus 
attention on the important points that need to be incorporated 
in the proposed legislation. To give those provisions the 
shape of a draft legislation, a suitable legal harness will be 
necessary. 

6.3. On some of the basic issues relating to membership, 
constitution of management, and finances of multi-state co- 
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operatives, we have suggested a flexible approach to facilitate 
the growth, particularly of the national federations, to suit 
the needs of the fast expanding cooperative movement. 

6.4. Regarding categorisation of societies for the purpose 
of delegation of the functions of the Central Registrar, our 
view is that multi-state cooperative societies could be classifi¬ 
ed into two categories only viz., national federations and 
others. It is appropriate that the Central Registrar appoint¬ 
ed by the Central Government should himself deal directly 
with the national federations. Registration of all multi-state 
societies should also be the responsibility of the Central Re¬ 
gistrar, in respect of other societies and other matters, the 
functions of the Central Registrar may be delegated to the 
officers of the Central Government, State Registrars and 
other senior officers of the State Cooperative Departments or 
other Departments dealing with cooperatives 

6.5. In terms of the present Multi-Unit Cooperative 
Societies Act, 1942, different multi-state societies are govern¬ 
ed by different State Cooperative Societies Acts, and all the 
powers of the Central Registrar have also been delegated to 
the State Registrars. The proposed legislation will bring 
under its purview all multi-state societies in respect of all 
matters relating to incorporation, operation, management, 
finances etc. The comprehensive legislation we have recom¬ 
mended, covering all multi-state societies and the pattern of 
delegation of powers of the Central Registrar and vesting the 
appellate powers in the Central Government invest the Cen¬ 
tral Registrar and the Central Government with large execu¬ 
tive responsibility for the promotion of multi-state societies 
and the administration of the legislation. This brings into 
focus the need for adequate administrative machinery. Wo 
have, therefore, suggested that a senior officer of the Union 
Department of Cooperation should be appointed, as at pre¬ 
sent, as the Central Registrar with adequate supporting staff 
including officers on whom some of the powers of the 
Central Registrar could be conferred. 

6.6. Cooperative movements, it is true, cannot be creat¬ 
ed by legislation; but, it is equally true that, ‘without a» 
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appropriate legislative framework, a cooperative movement 
in the form of a growing economic organism, is not possible 
or even conceivable’. The suggested multi-state cooperative 
societies legislation is of special significance to the national 
federations which have a catalytic role in fostering a strong, 
healthy, democratic cooperative movement in the country for 
the benefit of the farmer, the artisan and the worker. Our 
labour, we consider, would be amply rewarded if our sugges¬ 
tions and recommendations help in designing early an 
appropriate legislation for the multi-state cooperative societies. 

(Udaybhansinhji) 

Chairman. 

(S. S. Puri) 

(H. M. Joshi) 

(C. D. Datey) 

(L. N. Renu) 

(M. M. K. Wali) 

(P. L. Gupta) 

(S. Dandapani) 

(A. Das) 

Member-Secretary. 


New Delhi, 

the 28th February 1972. 
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Annexure I 


(To be published in the Gazette of India, Part I Section I) 
Government of India 

MINISTRY OF FOOD, AGRICULTURE, COMMUNITY DEVE¬ 
LOPMENT AND COOPERATION 

(Department of Cooperation) 


New Delhi, the 4th March, 1971. 

NOTIFICATION 

No. L/11011/7/70-Coord.—Cooperative societies with objects ex¬ 
tending beyond one State, are at present governed by the Multi-Unit 
Cooperative Societies Act, 1942. At that time, there were very few 
Multi-unit societies and most of them were employees’ credit socie¬ 
ties, later, societies which became multi-unit in character conse¬ 
quent on the reorganisation of states, have also been brought under 
this Act through amendment of this Act by virtue of the various 
State Re-organisation Acts. Under this Act, registration, amend¬ 
ments of bye-laws, liquidation, etc. are left to be governed by the 
respective Cooperative Societies Acts of the States where the princi¬ 
pal place of business of the multi-unit cooperative society is situat¬ 
ed. Thus, different laws apply to different multi-unit cooperative 
societies. 

There has been considerable development in the cooperative 
movement since 1942 and national level cooperative federations 
have been formed in various spheres of cooperative activity. In 
the Fourth Five Year Plan, large reliance is placed on these national 
level cooperative federations for providing effective leadership and 
guidance to the cooperative movement in the country. Several 
multi-unit cooperative societies having inter-state membership and 
business transactions extending over more than one state have also 
come into existence. 

The Working Group on Cooperation set up by the Administra¬ 
tive Reforms Commission had suggested that the “emergence of 
national and regional federations and growing inter-state relations 
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between cooperatives require a full-fledged central legislation govern¬ 
ing various aspects of these societies”. A Study Group appointed 
by the National Cooperative Union of India had also urged that 
the national leval cooperative organisations should be brought under 
the direct control of the Central Register and, for this purpose, a 
comprehensive multi-unit cooperative societies legislation should be 
enacted. 

The Government of India recognises the need for a 'compre¬ 
hensive central legislation for m rlti-unit cooperative societies and 
have decided to appoint an Expert Committee with the following 
members:— 

1. Shri Udaybhansinjhi, Chairman 

President, National Cooperative Union of 
India, 72-Jor 0 agh New-Delhi-3 


2. S. S. Puri, Joint Secretary to the Govern- Member 
ment of India, Planning Commission, New 
Delhi. 


3. Shri H. M. Joshi, General Manager, Gujrat Member 
State Cooperative land Development Bank 
Limited, Ahmedabad. 


4. Dr. C. D. Datey, Chief Officer, Agricultural Member 

Credit Department, Reserve Bank of India, 

Bombay. 

5. Shri L, N. Renu, Commissioner (Industrial Members 

Cooperatives), Ministry of Industrial Deve¬ 
lopment and Internal Trade (Department 
of Industrial Development), Udyog Bhavan 
New Delhi. 


6. Shri M. M. K. Wali, Secretary, National Member 

Cooperative Development Corporation, C-56, 

South Extension (Part II), New DeJhi-49. 

7. Shri P. L. Gupta, Additional Legislative Member 

Counsel, Ministry of Law, Shastri Bhavan, 

New Delhi. 


8. Dr. S. Dandapani, Deputy Director (Coop- 
ratives). Ministry of Railways (Railway Board), 
New Delhi. 



151 


9. Shri A. Das, Joint Secretary to the Government 

of India, Ministry of Food, Agriculture, Member 
Community Development and Cooperation, Secretary 
4. (Department of Cooperation), Hew Delhi. 

The following will be the terms of the Committee : — 

1. To recommend the scope of comprehensive central legisla-i 

tion and the basis on which the same is to be framed; 

2. To consider the desirability of categorisation of multi- uni t 

cooperative societies on the following or any other suitable 
basis : — 

(i) National Cooperative Federations; 

(ii) Societies having membership residing in more than one 
state; 

(iii) Other multi-unit cooperative societies having objects 
extending beyond one state. 

3. To consider and recommend the extent of powers and res¬ 

ponsibilities of the central authorities and the extent to. 
which the same can be delegated to the state authorities in, 
respect of different categories. 

4. To consider other related matters. 

The Committee may undertake such tours as are necessary. 


The Committee will submit its reports by the 31st August 
1971.* 


The headquarters of the Committee will be at New Delhi. 


Sd/- 

(M. A. Quraishi) 

Additional Secretary to the Govt, of India. 
ORDER 

Dated the 4th March, 1971. 

No. L/11011/7/70—Coord,—Ordered that a copy of the Noti-. 
fication be communicated to all concerned. 


* Since extended. 
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Ordered also that the Notification be published in the Gazette 
of India for general information. 


Sd/- 

(M. A. Quraishi) 

Additional Secretary to the Govt, of India. 


The Manager, 

Government of India Press, 

Faridabad. 

Copy forwarded to : — 

1. All State Governments/Union Territories (Deptt. of Coop.) 

2. All Ministries and Departments of the Govt, of India. 

3. Lok Sabha Sectt./Rajya Sabha Sectt./Deptt. of Parliamentary 

Affairs. 

4. Planning Commission, New Delhi. 

5. Reserve Bank of India, Agricultural Credit Deptt., Bom¬ 
bay. 

6. State Bank of India, Bombay. 

7. All Members of the Expert Committee. 

8. All Officers in the Department of Cooperation. 

9. Prime Minister’s Sectt. 

10. NCUI, 72-Jorbagh, New Delhi—3. 

11. Parliament Library. 

12. Registrars of Coop. Societies, All States/Union Territories. 



Annexure II 

List of Institutions / Persons from whom replies were received I who 
gave evidence before the Committee 

A. List of Governments I Institutions from whom writteen replies 

were received. 

1. Registrar of Cooperative Societies, Andhra Pradesh. 

2. Registrar of Cooperative Societies, Assam. 

3. Registrar of Cooperative Societies, Gujarat. 

4. Government of Haryana. 

5. Registrar of Cooperative Societies, Madhya Pradesh. 

6. Registrar of Cooperative Societies, Maharashtra. 

7. Government of Mysore. 

8. Registrar of Cooperative Societies, Orissa. 

9. Registrar of Cooperative Societies, Punjab. 

10. Registrar of Cooperative Societies, Uttar Pradesh. 

11. Registrar of Cooperative Societies, West Bengal. 

12. Delhi Administration. 

13. Chandigarh Administration. 

14. National Agricultural Cooperative Marketing Federation. 

15. All India Handloom Fabric Marketing Society. 

16. National Cooperative Dairy Federation of India. 

17. All India State Cooperative Banks Federation. 

18. National Cooperative Consumer Federation. 

B. List of persons who gave evidence before the Committee. 

1. Shri J. C. Ryan, Retired Chief Officer, Agri. Credit De¬ 
partment, Reserve Bank of India. 

2. Shri V. P. Sethi, General Manager, NCCF. 

3. Shri M. L. Choudhry, Chairman, National Agricultural Co¬ 
operative Marketing Federation. 

4. Shri J. K. Verma, Managing Director, NAFED. 
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5. Shri P. S. Rajagopal Naidu, President, National Fede¬ 
ration of Cooperative Sugar Factories. 

6. Shri Maghan Bhai Patel, Vice Chairman, All India State 
Cooperative Banks Federation. 

7. Shri R. C. Dwivedi, Director, NCUI. 

8. Shri Mahabir Das, Chairman, National Federation of In¬ 
dustrial Cooperatives. 

9. Shri V. R. N. Sarma, Secretary, NFIC. 

10. Shri P. N. S. Pillai, Chairman, All India Coffee Workers 
Cooperative Societies Federation. 

11. Shri H. S. Negi. Managing Director, A.I.C.W.C.S.F. 

12. Shri V P. Singh, Jt. Secretary, N.C.U.I. 

13. Shri D. Ramiah, Admn. Officer, National Cooperative 
Dairy Federation of India. 

14. Shri S. Hashim Ali, Regr. of Coop. Societies, Andhra Pra¬ 
desh. 

15. Shri S. V. Saran, Regr. of Coop. Societies, Bihar. 

16. Shri G. L. Sailur, Secretary, Cooperation, Haryana. 

17. Shri A. K. Goswami, Regr. of Coop. Societies, Himachal 
Pradesh. 

18. Dr. A. U. Shaikh, Secretary, Cooperation, Maharashtra. 

19. Shri N. S. Pandit, Dy. Secretary, Cooperation, Maha¬ 
rashtra. 

20. Shri R. A. Zubairy, Regr. of Chop. Societies, Maha¬ 
rashtra. 

21*. Shri C. S. Hubli, Jt. Regr. of Coop. Societies, Mysore. 

22. Shri M. S. Gill, Regr. of Coop. Societies, Punjab. 

23. Shri A. S. Sodhi, Jt. Regr. of Coop. Socs., Punjab. 

24. Shri B. Hooja, Secretary, Cooperation, Rajasthan. 

25. Shri K. V. Sankaran, Regr. of Coop. Societies, Rajasthan. 

26. Shri K. Keshav Kini, Addl. Regr. of Coop. Socs., Tamil' 
Nadu. 

27. Shri E. Venkatachalan, Jt. Regr. of Coop. Socs., Tamil' 
Nadu. 

28. Shri S. B. Saran, Regr. of Coop. Societies, U.P. 

29. Shri D. K. Guha, Secretary, Cooperation, West Bengal. 

30. Shri A. K. Chatterjee, Regr. of Coop. Societies, W. Ben¬ 
gal. 

31. Shri Madan Jha, R.C.S./Spl. Secretary, Cooperation, Delhi; 

32. Shri S. L. Chopra, Secretary Cooperation, Manipur. 

33. Shri N. S. Mukundan, Secretary, Cooperation, Pondicherry. 



Annexure III 

MULTI-UNIT COOPERATIVE SOCIETIES ACT 
ACT NO. VI of 1942 
(As amended upto 30th September, 1966) 

The following Act of the Indian Legislature received the assent 
of the Governor General on the 2nd March, 1942, and is hereby 
promulgated for general information. 

An Act to provide for the incorporation, regulation and wind¬ 
ing up of Cooperative Societies with objects npt confined to one 
province. 

WHEREAS it is expedient to provide for the incorporation re¬ 
gulation and winding up of Cooperative Societies with objects not 
confined to one province; it is hereby enacted as follows: 

1. Short ttile extent and application .— (1) This Act may be 

called the Multi-Unit Cooperative Societies Act 1942. 


(2) It extends to the whole of India except the State of Jammu 
& Kashmir. (Amended under Act 34 of 1956). 

(3) It applies to all Cooperative Societies with objects not con¬ 
fined to one province incorporated before the commencement of 
this Act under the Cooperative Societies Act, II of 1912, or under 
any Act relating to Cooperative Societies in force in any province 
and to all Cooperative Societies with objects not confined to one 
province to be incorporated after the commencement of this Act. 

2. Cooperative Societies to which this Act applied registered be¬ 
fore commencement of this Act. —(1) A Cooperative Society to 
which this Act applies which has been registered in any province 
under the law relating to cooperative societies in force in that pro¬ 
vince shall be deemed in any other province to which its objects ex¬ 
tend to be duly registered in that other province under the law there 
in force relating to cooperative societies, but shall, save as provided 
in sub-sections (2) and (3) be subject for all the purposes of registra¬ 
tion, control and dissolution to the law relating to cooperative socie¬ 
ties in force for the time being in the province in which 
it is actually registered. 
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(2) Where any such cooperative society has established before 
the commencement of this Act or establishes after the commence¬ 
ment of this Act a branch or place of business in a province other 
than that in which it is actually registered, it shall, within six months 
from the commencement of the Act or the date of establishment of 
the branch or place of business, as the case may be, furnish to the 
Registrar of Cooperative Societies of the province in which such 
branch or place of business is situated a copy of its registered bye¬ 
laws, and shall at any time it is required to do so by the said Re¬ 
gistrar submit any return and supply any information which the 
said Registrar might require to be submitted or supplied to him by 
a Cooperative Society actually registered in that province. 


(3) The Registrar of Cooperative Societies of the province 
in which a branch o_ place of business such as is referred to in sub¬ 
section (2) is situated may exercise in respect of that branch or place 
of business any powers of audit and of inspection which he might 
exercise in respect of a Cooperative Society actually registered in the 
province. 

3. Cooperative Societies to which this Act applies registered 
after commencement of this Act. —(1) A society which might, if 
its objects were confined to one province the registered as a coope¬ 
rative society in any province under the law relating to cooperative 
societies in force in that province, shall notwithstanding that its ob¬ 
jects are not confined to the province in which its principal place 
of business is to be situated, be deemed for the purposes of registra¬ 
tion as a cooperative society to be situated wholly in that province, 
and may be registered by the Registrar of Cooperative Societies of 
that province in accordance with the law relating to cooperative 
societies for the time being in force in that province, and if so 
registered shall be deemed in any other province to which its ob¬ 
jects extend to be duly registered in that other province under the 
law there in force relating to cooperative societies but shall, save as 
provided in sub-sections (2) & (3) be subject for all the purposes of 
registration, control and dissolution to the law relating to coopera¬ 
tive societies in force for the time being in the province in which 
it is actually registered. 


(2) Wheie any such cooperative society establishes a branch or 
place of business in a province other than that in which it is ac¬ 
tually registered it shall within six months from the date of establish¬ 
ment of the branch or place of business furnish to the Registrar of 
Cooperative Societies of the province in which such branch or place 
of business is situated a copy of its registered bye-laws, and shall 
at any time it is required to do so by the said Registrar submit 
any returns and supply any information which the said Registrar 
might require to be submitted or supplied to him by a cooperative 
society actually registered in that province. 
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(3) The Registrar of Cooperative Societies of the province in 
which a branch or place of business such as is referred to in sub¬ 
section (2) is situated may exercise in respect of that branch or 
place of business any powers of audit and of inspection which he 
might exercise in respect of a cooperative society actually registered 
in that province. 

4. Appointment and powers of Central Registrar of Cooperative 
Societies. —(1) The Central Government may, if it thinks fit appoint 
a Central Registrar of Cooperative Societies. 

(2) The Central Registrar of Cooperative Societies, if appointed 
shall exercise in respect of any cooperative society to which this 
Act applies, to the exclusion of provincial Registrar, the powers 
and functions exercisable by the Registrar of Cooperative Socie¬ 
ties of the Province in which such society is actually registered. 

5. Penalty for failure to furnish information required under 
this Act .—If any cooperative society fails to furnish the informa¬ 
tion which it is required to furnish by or under sub-section (2) of 
section 2 or sub-section (2) of section 3, or to submit any return re¬ 
quired to be submitted under either of those sub-sections, the 
society, and any officer or member of the society responsible for the 
failure, shall each be liable to fine which may extend to fifty rupees, 
and the registration of the society may, at the discretion of the Re¬ 
gistrar of Cooperative Societies of the province in which the 
society is actually registered be cancelled. 

5A* (1) Where by virtue of the provisions of Part I of the 
States Reorganisation Act, 1956 tt°r any other enactment relating to 
reorganisation of States, any cooperative society which immediate¬ 
ly before the day on which the reorganisation takes place], had its 
objects confined to one State becomes, as from that day, a multi¬ 
unit cooperative society it shall be deemed to be a cooperative 
society to which this Act applies and shall be deemed to be actual¬ 
ly registered in the State in which the principal place of business 
of the cooperative society is situated. 

(2) If it appears to the Central Registrar of Cooperative Socie¬ 
ties necessary or expedient that any such society should be recon¬ 
stituted or reorganised in any manner or that it should be dissolv¬ 
ed, the Central Registrar may, with the approval of the Central Gov¬ 
ernment place before a meeting of the general body of the society, 
held in such manner as may be prescribed by rules made under this 
Act, a scheme for the reconstitution, reorganisation or dissolution of 
the society, including proposals regarding. 


‘Inserted under States Reorganisation Act of 1956 (Act 37 of 1956) 
tInserted under A. P. and Madras (Alteration of boundaries) Act; 59 
(Act 56 of 1959). 
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(a) the formation of new Cooperative Societies and the trans¬ 
fer thereto in whole or in part, of the assets and liabilities 
of that society, or 

(b) the transfer in whole or in part, of the assets and liabili¬ 
ties of that society to any other cooperative society in exist¬ 
ence immediately before the date of that meeting of the 
general body. 


(3) If the scheme is sanctioned by a resolution passed by a 
majority of the members present at the said meeting, either without 
modifications or with modifications to which the Central Registrar 
agrees, he shall certify the scheme and upon certification, the 
scheme shall, notwithstanding anything to the contrary contained in 
any law, regulation or bye-law for the time being in force, to be 
binding on all the societies affected by the scheme, as well as the 
share-holders and creditors of all such societies. 

(4) If the scheme is not sanctioned under sub-section (3), the 
Central Registrar may refer the scheme to such Judge of the appro¬ 
priate High Court, as may be nominated in this behalf by the Chief 
Justice thereof, and the decision of that judge m regard to the scheme 
shall be final and shall be binding on all the societies affected by the 
scheme as well as the share-holders and creditors of all such socie¬ 
ties. 

Explanation in this sub-section “appropriate High Court” 
means the High Court within whose jurisdiction the principal place 
of business of the Multi-Unit Cooperative Society is situated. 

(4A) Notwithstanding anything contained in this Section, where 
a scheme under sub-section (2) includes any proposal regarding the 
transfer of the assets and liabilities of any cooperative society to any 
other existing cooperative society referred to in clause (b) thereof, 
the scheme, shall not be binding on that existing society or the 
shareholders and creditors thereof, unless the proposal regarding 
such transfer is accepted by the existing society by a resolution pass¬ 
ed by a majority of the members present at a meeting of its general 
body. 

5B. The Central Government may, by notification in the official 
Gazette, direct that any power of authority exercisable by the Cen¬ 
tral Registrar of Cooperative Societies under this Act shall, in rela¬ 
tion to such matters and subject to such conditions as may be 
specified in the direction, be exercisable also by such Registrar of 
Cooperative Societies of a State or by such officer subordinate to 
the Central Government or to a State Government as may be speci¬ 
fied in the notification. 
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5C(1) Inserted under the Bombay Reorganisation Act, 1960 
Where, in respect of any cooperative society specified in the twelfth 
Schedule, which under the provisions of sub-section (1) of Section 5A 
becomes a multi-unit cooperative society, the Board of Directors un¬ 
animously adopts any scheme for the reconstitution, reorganisation 
or dissolution of the Society, including, proposals for the formation 
of new cooperative societies and the transfer thereto of the assets 
and liabilities and employees of that society and the State Govern¬ 
ment of Bombay certified the scheme at any time before the last day 
of May, 1960, than notwithstanding anything contained in sub-sec¬ 
tion (2) or sub-section (3) or sub-section (4) of the said section or 
any other law, regulation or bye-law for the time being in force 
in relation to that society, the scheme so certified shall be binding on 
all societies, afffected by the scheme, as well as share holders, credi¬ 
tors and employees of all such societies, subject to such financial ad¬ 
justments as may be directed in this behalf under sub-section (3), but 
no such scheme shall be given effect to before the said day. 

(2) When a scheme in respect of a cooperative society is so 
certified, the Central Registrar shall place the scheme at a meeting, 
held in such manner as may be prescribed by rules made under this 
Act of all the persons who immediately before the date of certifica¬ 
tion of tne scheme were members of the society and the scheme 
may be approved by a resolution passed by a majority of the mem¬ 
bers present and voting at the said meeting. 

(3) If the scheme is not so approved or is approved with modi¬ 
fication, the Central Registrar may refer the scheme to such judge 
of the High Court at Bombay as may be nominated in this behalf 
by the Chief Justice thereof and the judge may direct such financial 
adjustments to be made among the societies affected as he deems 
necessary, and the scheme shall be deemed to be approved subject 
to these financial adjustments. 

(4) If in consequence of the directions given under sub-section (3) 
a society becomes liable to pay any sum of money, the State within 
whose area the society is located shall be liable as guarantor in res¬ 
pect of the payment of such money. 

5D(1) Inserted by Section 70 of the Punjab Reorganisation Act 
1966.—-Where, in respect of any cooperative society specified in the 
Fifteenth Schedule to the Punjab Reorganisation Act, 1966 which 
under the provisions of sub-section (1) of section 5A would be¬ 
come a multi-unit cooperative society, the Board of Directors ad¬ 
opts, by a majority of not less than three-fourths of the directors, 
any scheme for the reconstitution, reorganisation or dissolution of 
the society, including proposals regarding— 

- fa) the fepmajtioa of new cooperative societies and the transfer 
thereto, in whole or in part, of the assets and liabilities and 
employees of that society; or 
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(b) the transfer, in whole or in part, of the assets and liabili¬ 
ties and employees of that society to any other cooperative 
society in the existing State of Punjab or in the Union 
territory of Himachal Pradesh; 

and the State Government of Punjab certified the scheme at any 
time before the 1st day of November, 1966 then, notwithstanding 
anything contained in sub-section (2) or sub-section (3) or sub-sec¬ 
tion (4) of the said section or any other law, regulation or bye-law 
for the time being in force in relation to that society, the scheme 
so certified shall be binding on all societies affected by the scheme, 
as well as share holders, creditors and employees of all such socie¬ 
ties, subject to such financial adjustments as may be directed in 
this behalf under sub-section (3), but no such scheme shall be given 
effect to before the said day. 

Provided that where a scheme includes any proposal regarding 
the transfer of assets and liabilities and employees to any coopera¬ 
tive society referred to in a clause (b), the scheme shall not be bind¬ 
ing on that existing society or the shareholders and creditors there¬ 
of, unless the proposal relating to such transfer is accepted by the 
existing society by a resolution passed by a majority of the members 
present at a meeting of its general body. 

(2) When a scheme in respect of a cooperative society is so 
certified, the Central Registrar shall place the scheme at a meeting, 
held in such manner as may be prescribed by rules made under this 
Act, of all the persons who, immediately before the date of certifi¬ 
cation of the scheme, were members of the society, and the scheme 
may be approved by a resolution passed by a majority of the mem¬ 
bers present and voting at the said meeting. 

(3) If the scheme is not so approved or is approved with modi¬ 
fications, the Central Registrar may refer the scheme to such Judge 
of the High Court of Punjab and Haryana as may be nominated 
in this behalf by the Chief Justice thereof and the judge may direct 
such financial adjustments to be made among the societies affected 
as he deems necessary, and the scheme shall be deemed to be ap¬ 
proved subject to those financial adjustments. 

(4) If, in consequence of the directions given under sub-section 
(3), a society becomes liable to pay any sum of money, the successor 
State within whose area the society is located shall be deemed to 
be guarantor in respect of the payment of such money and shall be 
liable as such. 

6. (1) Power of the Central Government to make rules .—The 
Central Government may, by notification in the official Gazette, 
make rules for carrying into effect the provisions of this Act. 
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(2) Every rule made under this section shall be laid as soon as 
may be after it is made, before each House of Parliament while it 
is in session for a total period of thirty days which may be com¬ 
prised in one session or in two successive sessions, and if, before 
the expiry of the session in which it is so laid or the session imme¬ 
diately following, both Houses agree in making any modification in 
the rule or both Houses agree that the rule should not be made, the 
rule shall thereafter have effect only in such modified form or be of 
no effect, as the case may be, so however that any such modification 
of annulment shall be without prejudice to the validity of anything 
previously done under that rule. 



Annexurc IV 


MULTI-UNIT COOPERATIVE SOCIETIES RULES, 1958 
(As amended upto 30th September, 1966) 

In exercise of the powers conferred by section 6 of the Multi- 
Unit Cooperative Societies Act, 1942 (VI of 1942), the Central Gov¬ 
ernment hereby makes the following rules, namely : — 

1. Short Title .—These rules may be called the Multi-Unit 
Cooperative Societies Ruls, 1958. 

2. Definition .—In these rules, unless the context otherwise 
requires : — 

(a) ‘Act’ means the Multi-Unit Cooperative Societies Act, 
1942; 

(b) ‘Central Registrar’ means the Central Registrar of Coope¬ 
rative Societies appointed under section 4 of the Act and 
includes any officer to whom any power or authority exer¬ 
cisable by the Central Registrar has been delegated under 
section 5B of that Act: 


*(c) ‘general body' in relation to a society to which the provi¬ 
sions of section 5C (or Section 5D) of the Act apply, 
means all persons who, immediately before the date of 
certfiication of the scheme under sub-section (1) (of the 
said section 5C or 5D) were members of the society; 

(d) ‘scheme’ means a scheme prepared by the Central Regis¬ 
trar and approved by the Central Government under sub¬ 
section (2) of Section 5A, or a scheme certified by . the 
State Government of Bombay under sub-section (1) of sec¬ 
tion 5C for the State Government of Punjab under sub¬ 
section (1) (of section 5D) of the Act; 

(e) ‘society’ means a cooperative society to which the provi¬ 

sions of section 5A or section 5C (or section 5D) of the 
Act apply.* 

3. Copy of the Scheme to be forwarded to Society .—The Cen¬ 
tral Registrar shall forward a copy of the scheme to the President 
or Chairman of the Society with the direction that the scheme may 
be placed before a meeting of the general body of the society spe¬ 
cially convened for the purpose. 
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*4. Notice to members etc .—(1) Th* meeting referred to in 
rule 3 shall be convened not less than 40 days after the date of 
issue of notices to the members and creditors of the society in the 
manner specified in sub-rules (2) and (3). 

(Provided that in relation to any scheme certified under sec¬ 
tion 5D of the Act, this sub-rule shall, have effect subject to the 
modification that for the figures and word “40 days”, the figures 
and word “13 days” shall be substituted.) 

(2) A written notice specifying the date, hour and place of 
meeting shall be given to every member and shall be accompanied 
by a copy of the scheme to be considered at the meeting the notice 
to each member shall — 

(i) be delivered or tendered to him in person; 

(ii) be sent to him by registered post; or 

(iii) be served on him in such other manner as may be specified 
in the bye-laws of the society. 

(3) Notice of the date, hour and place of the meeting and the 
business to be transacted thereat shall be given to the creditors by 
publishing it in at least three newspapers circulating in the district 
in which the head office of the society is situated.* 

5. Right of Members. —Any member of the society may, not¬ 
withstanding anything contained in any rule or bye-law of the 
society, intimate to the society within a period of one month from 
the date of the issue of the notice to him under rule 4, his inten¬ 
tion not to l.-come a member of any of the new societies or to 
continue his membership in the reconstituted or amalgamated 
society, as the case may be. 

(Provided that in relation to any scheme certified under sec¬ 
tion 5D of the Act, this rule shall have effect subject to the 
modification that for the words “one month”, the wards “ten 
days” shall be substituted). 

6. Right of creditors. —Any creditor of the society may. not¬ 
withstanding any agreement to the contrary, by notice given to the 
society within the period specified in rule 5, demand a return of 
the amount due to him. 

*7. Sanctioning of scheme. —The Central Registrar shall take 
steps to give effect to : 

(a) in the case of a society to which the provisions of section 
5A of the Act apply, the scheme sanctioned under sub-sec¬ 
tion (3) of that section or the decision of the judge in re¬ 
gard to the scheme under sub-section (4) of that section ; 
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(b) in the case of a society to which the provisions of section 5C 
(or section 5D) of the Act apply, the scheme approved 
under sub-section (2) or deemed to be approved under sub¬ 
section (3) of section 5C (or section 5D) of the Act.* 

8. Action by Registrar in certain cases .—Notwithstanding 
anything to the contrary contained in any rule or bye-law governing 
the society, where the Central Registrar is satisfied that the Presi¬ 
dent or Chairman of the society has failed to convene a special 
meeting as required under rule 3, the Central Registrar shall con¬ 
vene a meeting of the general body of the society after giving four¬ 
teen days notice to all members and creditors of the society and 
thereupon, the provisions of rules 5 to 7 shall apply accordingly. 

9. Repeal and saving —The Multi-Unit Cooperative Societies 
Rules 1957 are hereby repealed : — 

Provided that anything done or any action taken under the said 
rules which is not inconsistent with these rules shall be deem¬ 
ed to have been done or taken under these rules. 


* Inserted by Multi-Unit Cooperative Societies (Amendment) 
Rules, 1960. (i) Inserted by Multi-Unit Coop. Societies (Amend¬ 

ment) Rules, 1966. 



Annexure V 


List of Multi-Unit Cooperative Societies. 


SUMMARY 





No. of societies 

1. National level institutions 

« 

• 

12 

2. Credit Societies 

• • « 

• 

68 

3. Marketing/Processing/Storage 

• • • 

• 

8 

4. Industrial .... 

♦ ♦ • 

• 

10 

5. Publishers’ & Writers’ 

• • • 

• 

5 

6. Transport 

• • 

• 

4 

7. Miscellaneous societies 

• • • 

■ 

14 


Total 

• 

121 

A. National level Instutitutions 


State of Registration 

I. National Cooperative Union 

of India 

Delhi 



2. All India Central Land Development Banks Andhra Pradesh 

Cooperative Union 

3. All India State Cooperative Banks Federation Maharashtra 

4. All India Federation of Cooperative Spinning ' „ 

Mills 

5. All India Industrial Cooperative Banks’ Mysore 

Federation. 

6. National Agricultural Cooperative Marke- Delhi 

ting Federation. 

7. National Federation of Cooperative Sugar ,, 

Factories 

8. All India Coffee Workers’Cooperative Socie¬ 

ties Federation 
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9. National Cooperative Consumers Federation 

10. National Federation of Industrial Cooperatives 

11. National Cooperative of Houing Federation 

12. National Cooperative Dairy Federation of 

India 

B. Credit Societies/Banks 

1. South Central Railway Employees 

Cooperative Credit Society: 

2. N. F. Railway men Credit Coop., Society 

3. The Valsad Zilla Szah. Bank Ltd. 

4. The Gujarat State Land Development Bank 

5. Southern Gujarat Industrial Cooperative 

Bank Ltd. 

6. Bombay State Cooperative and Mortgage 

Bank Ltd- 

7. Saraswat Cooperative Bank Ltd. 

8. Bombay Mercantile Cooperative Bank 

9. Central Railwav Employees Cooperative 

Bank 

10. M/S. Patel Cooperative Credit Society 

11. Jackson Coop. Bmk of Western Railway 

12. Central Excise Collectorate Credit Society 

13. Bombay Mercantile Coop. Bank Employees 

Credit Society- 

14. Geoffray Manners & Co. Employees Coope¬ 

rative Credit Society. 

15. Raptokas Brett & Co. Employees Coopera¬ 

tive Credit Society. 


Delhi 

» 

J) 

99 

Andhra Pradesh 

Assam 

Gujarat 

)) 

Maharashtra 

99 

99 

99 

y> 

>9 

9 > 

99 

99 

99 
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16. Poyshe Industrial Coop- Employee* Credit 

Society 

17. Overseas Communication Coop. Credit Society 

18. Indokem Employees Coop. Credit Society 

19. Inspectorate of General Stores Employees 

Cooperative Credit Society. 

20. The Jain Sahakari Bank 

21. 20th Century Fox Staff Coop. Credit Society 

22. Forward Market Commissionj Employees 

Coop. Credit Society 

23. Millers Coop- Credit Society. 

24. W. H. Brady & Co. Employees Coop. Credit 

Society 

25. Burmah Shell Refineries Employees Coop. 

Credit Society. 

26. Firestone Tyre & Rubber Co. Employees 

Coop. Credit Society. 

27. Cooks Employees Coop. Credit Society Ltd. 

28. Shamrao Vithal Coop. Bank 

29. R.M.S.F.Coop. Credit Society 

30. Central Circle Coop. Society 

31. Bikener Railway Sramik Sahakari Bank 

32. Western Railway Employees Coop. Credit 

Society. 

33. Railway Employees Coop. Society Ltd. 

34. Customs Employees Cooperative Credit 

Society Ltd. 


Maharashtra 

99 

99 

99 

99 

J!» 

99 

99 

99 

99 

99 

99 

99 

99 

99 

Rajasthan 

>5 

Tamil Nadu 
>) 


35. Burmah Shell Employees Coop. Society Ltd. 


99 
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36. Esso Employees Cooperative Society Ltd. Tamil Nadu 

37. General Electric Company Employees „ 

Coop. Credit Society. 

38. Indian Overseas Bank Employees Coop. » 

Credit Society. 

39. Rallies Indian Staff Coop. Society. 

40. Indian Bank Staff Coop. Society Ltd. >> 

41. State Bank of India Staff Coop. Society » 


42. Repatriates Coop. Finance & Development „ 

Bank 

43. Southern Rly Employees Coop. Credit Society. „ 

44. Defence Account Western Command Coop. Uttar Pradesh 

Credit Society. 

45. North Eastern Railway Employees Coop. » 

Banking Society. 

46. Mechanical Deptt. Cooperative Society. „ 

Ltd. 

47. State Bank of India Employees Association West Bengal 

(Bengal Circle) Coop. Society Ltd. 

48. Central Government Food Employees’ Coop. „ 

Credit Society Ltd. 

49. Stewarts Lyods Indian Tube Employees Coope- ,, 

rative Credit Society Ltd. 

50. Indian Oil Employees Coop. Credit Society „ 

51. Sarabhai Chemicals Calcutta Staff Coop. Credit „ 

Society Ltd. 

52. E.I.Rly. Employees Coop. Credit Society Ltd. ,, 

53. Central Bank National Employees’ Coop. Credit „ 

Society Ltd. 


54. E.N.F. Railway Coop. Bank Ltd. 

55. Gestures Employees Coop. Credit Society Ltd. 

56. S.E.Rly. Employees’ Coop. Urban Bank Ltd. 

57. E.&.N.F.RIy. Junior Coop. Credit Society Ltd. 



169 

58. National Garoon Employees Coop. Credit. 

Society 

59. Hindustan Insurance Employees Coop. Credit 

Society Ltd. 

60. Tisco Calcutta Office Coop. Credit Society Ltd. 

61. Bank of Bikaner Employees Coop. Credit Soci¬ 

ety Ltd. 

62. Engine Coop. Credit Society Ltd. 

63. Defence Accounts Coop. Society Ltd. 

64. AECO Employees’ Coop. Credit Society Ltd. 

65. Gramophone Employees’ Coop. Credit Society 

Ltd. 

66. Bengal Immunity Employees Coop. Credit Soci¬ 

ety Ltd. 

67. State Bank of India, Staff Association Coop. 

Credit Society Ltd. 

68. The Farmers Cooperative Bank 

C Marketing/Processing/Storage 

1. Central Trading Society 

2. Shri Hiranyakeshi Sahakari Sakkare Kharkhane 

Niyamit. 

3. Mysore State Arccanut Cooperative Marketing 

Federation Ltd. 

4. All India Handloom Fabric Mktg. Cooperative 

Society. 

5. U.P. Cooperative Federation Ltd. 

6. The Chandigarh Cooperative Cold Storage 

7. Mani Majra Coop. Marketing-cum-Processing 

Society Ltd. 

8. Doaba Cooperative Floor Mills 

D. Industrial 

1. Indian Farmers’ Fertiliser Cooperative Ltd. 

2. Surat Zilla Daxin Vibhag Khadi & Gramodyog 

Sah. ManaaliLtd. 

3. Idar Charmodyog Sah. Mandali Ltd. 


West Bengal 

») 

9 9 

99 

99 

99 

99 

99 

»» 

Delhi 

Andhra Pradesh 
Mysore 

99 

Maharashtra 

Uttar Pradesh 
Chandigarh 

99 

Punjab 

Delhi 

Gujarat 

» 
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4. All India Wool Industries Cooperative Ltd. Mysore 

5. Punjab State Industrial Coop. Federation Chandigarh 

6. Punjab State Apex Coop. Handloom Weavers ,, 

Society Ltd. 

7. Punjab State Women’s Industrial Coop. Federa- „ 

tion. 

8. The Punjab Farm AgriculturallmplementsCoop. „ 

Industrial Society Ltd. 

9. The Ambala Ex-Servicemen Coop. Industrial „ 

Society Ltd. 

10. Industrial Cooperative 'Society. Haryana 

E. Publishers’ / Writers’ 

1. Akhil Bharatiya Sahakari Prakashan Ltd. Maharashtra 

2. Mumdeo Shikshan Saheyak Sah. Mandal Ltd. ,, 

3. Lawyers Cooperative Publicaion Society Ltd. ,, 

4. Hindustan Samachar Cooperative Society Ltd. Delhi 

5. Nav-Bharat Sehkarin Prakashan Pratisthan Ltd. ,, 

F. Transport 

1. Ambala Ex-Servicemen Coop- Transport Society Chandigarh 

Ltd. 

2. Janata Coop. Transport Society Ltd. 

3. Janata Coop. Transport Society Ltd. Rajasthan 

4. Parbat Roadways Transport Coop. Society Punjab 

G. Miscellaneous types ot Societies. 

1. Hyderabad Agricultural Cooperative Association Andhra Pradesh 

2. Hyderabad Cooperative Coommercial Coopera- ,, 

tive. 

3. Federation of Industrial Cooperative „ 

4. Cooperative Insurance Society. „ 

5. Mahasu Cooeprative Fruits & Vegetable Grower Himachal Pra- 

Marketing Society. desh 

6. Union Cooperative Insurance Society. Maharashtra 

7. Bombay Central Excise Collectorate Employees „ 

Cooperative Supply Society 

8. JagatguruSiddesware Cooperative Hospital Ltd. MySore 

9. Cooperative Fire & General Insurance Cooperative Tamil Nadu. 

Society. 

10. Railway Cooperative Labour Contract Society. „ 

11. Indian Medical Practitioner Cooperative Pharmacy 

and Store * 

12. The Sainik Cooperative House Building Society. „ 

13. Indian Coffee Workers Cooperative Society. Delhi 

14. Indian Coffee Workers Cooperative Society. Pondicherry 



Annexure VT 


Extracts from Canada Cooperative Association Bill as passed by the 
House of Commons of Canada on 1st December, 1970. 


( INCORPORATION 

5. Filing of articles of association and draft charter bye-laws .— 
(1) Any seven or more persons, each of whom has power under 
law to contract, who desire to associate themselves together on a 
cooperative basis for any of the objects to which the legislative 
authority of the Parliament of Canada extends, except. 

(a) the construction or operation of a railway in Canada, 

(b) the construction or working of telegraph or telephone lines- 
within Canada, 

(c) the business of insurance within the meaning of the Cana¬ 
dian and British Insurance Companies Act. 

(d) the business of a trust company within the meaning of 
the Trust Companies Act, 

(e) the business of a loan company within the meaning of the 
Loan Companies Act, 

(f) the business of banking or the issue of paper money. 

(g) the business of a cooperative credit society or association 
within the meaning of the Cooperative Credit Associations. 
Act, and 

(h) the business of a credit union or caisse pupulaire, 

may file with the Minister, in duplicate, articles of association and 
draft charter bye-laws applying for incorporation as a cooperative 
association. 

(2) Any two or more cooperative associations that desire to as¬ 
sociate themselves together on a cooperative basis for any or all of 
the following objects : 

(a) any of the objects for which articles of association may be 
filed under sub-section (1), 

(b) carrying on, encouraging and assisting educational and 
advisory work relating to cooperative enterprises. 


12—1 CD&C/72 
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<(c) rendering services designed to ensure efficiency and uni¬ 
formity in the conduct of the business of member coopera¬ 
tive associations and standardising their book-keeping, ac- 
counting and other procedures, 

(d) printing, publishing and circulating any newspaper or 
other publication in the interest of cooperative enterprises, 
principles or practices, and 

(e) doing all other things that are incidental or conducive 10 
the attainment of any of the above objects. 

may file with the Minister, in duplicate, articles of association and 
•draft charter bye-laws applying for incorporation as a federation. 

(3) Condition precedent to incorporation .—No association shall 
be incorporated under this section unless the Minister is satisfied 
that 

(a) it will carry on its undertaking in two or more provinces; 
and 

(b) it will have a fixed place of business in more than one pro¬ 
vince. 

(4) Certificate of incorporation .—Where articles of association 
and draft chatter bye-laws have been filed in accordance with sub¬ 
section (1) or (2), the Minister may, subject to sub-section (3), and 

(a) if he is satisfied that incorporation as an association is ad¬ 
visable, and 

(b) if he approves of the draft charter bye-laws, 

register the articles of association and draft charter bye-laws and 
issue, under his seal of office, a certificate of incorporation to which 
shall be attached one copy of the articles of association and draft 
charter bye-laws. 

(5) Effect of issuance of certificate of incorporation.—On and 
after the date of issuance of a certificate of incorporation, the sub¬ 
scribers to the articles of association to which the certificate relates 
and such other persons as thereafter fron time to time become mem¬ 
bers of the association constitute a body corporate and politic to be 
■operated on a cooperative basis. 



Annexure VII 


Speech of Sir Denzil Ibbeston while introducing Cooperative Cre¬ 
dit Societies Bill on the 23rd October, 1903 

COOPERATIVE CREDIT SOCIETIES BILL 

The Hoiij’ble Sir Denzil Ibbeston moved for leave to introduce 
a Bill to provide for the constitution and control of cooperative 
credit societies. He said :— “My Lord, one of the most difficult 
problems with which the small agriculturist is every-where con¬ 
fronted is, to obtain the money which is necessary for his opera¬ 
tions at a reasonable rate of interest. This is a state of affairs by 
no means peculiar to India. The petty agriculture of Europe is for 
the most part financed by borrowed capital, and there too the 
money-lender takes advantage of the exigencies of the cultivator to 
demand exorbitant terms. In India, however, the problem is ag¬ 
gravated by the fact that Indian rates of interest are to some extent 
survivals from times when the security which the agriculturist had 
to offer was of far smaller value than at present, and partly per¬ 
haps by the fact that into most Indian contracts there enters an 
element of oriental hyperbole, for which full allowance is made when 
the settlement is by mutual consent, but which our Courts of 
Justice are for the most part unable to recognise. 

“Some fifty years ago, the establishment of agricultural banks 
and of cooperative credit societies for small men was initiated in 
Germany by Schulze Delitzsch and Raffeisen respectively. The 
experiment passed through twenty years of struggle and uncertainty; 
hut eventually it succeeded beyond all expectation, the in¬ 
stitutions of both classes now exceeding 5,000 in number, and the 
example thus set has been initiated, with more or less modification, 
in many European countries where land is commonly in the hands 
of men of small means”. 

“Madras was the Indian province in which attention was first 
turned to the subject. In that province an indigenous institution call¬ 
ed a Nidhi had sprung into existence at about the same time as the 
movement to which I have just referred began. These Nidhis are 
modelled very much upon the lines of English building societies, and 
they find their clients among a more educated and advanced class 
than that of the rural agriculturist, to whose needs their constitution 
is not well adapted. But the fact, that, notwithstanding numerous 
failures, and much discredit attendant upon a period of speculation, 
they have attained a very considerable degree of success, since at 
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present they include some 36,000 members with a paid up capital of 
75 lakhs, is encouraging as suggesting, the possibility of establishing 
true cooperative credit societies among an Indian people." 

“It was the Madras Government, then, who, towards the end 
of 1899 forwarded for the consideration of the Government of India 
a report upon the subject which had been prepared under their orders 
by Mr. (now Sir Frederick) Nicholson, and which is a monument of 
research and a perfect storehouse of information; while about the 
same time Mr. Dupernex, a civilian in the United Provinces, publish¬ 
ed a book upon ‘Peoples’ Banks for Northern India.” 

“The Government of India fully realised the doubts and diffi¬ 
culties which must attend any attempt to introduce the Raffeisen sys¬ 
tem into rural India. But they also recognised the enormous ad¬ 
vantage which would result to the Indian cultivators if by any 
means they could be induced to utilise their combined savings under 
a system of cooperative credit, and so be freed, even partially, from 
the necessity of recourse to the professional money-lender. They, 
therefore, referred the subject in its most general form to local Gov¬ 
ernments for preliminary consideration and suggestions.” 

“After some intermediate discussion, the opinions of Local 
Governments were considered in June 1901 by a strong Committee 
under the presidency of my Hon’ble colleague Sir Edward Law; and 
it was in the report of this committee, to which were attached a draft 
Bill and draft model schemes of management for cooperative cre¬ 
dit societies with limited and unlimited liability respectively, that 
proposals for action first took a form sufficiently definite to allow 
of detailed discussion. These proposals were referred to Local 
Governments for criticism, and it is upon a consideration of the 
replies which have been received to this reference that the Gov¬ 
ernment of India now propose to take action.” 

“While the subject had thus been under discussion, a certain 
amount of experience had been gained from experiments which had 
been made with varying success in several provinces of Northern 
India. In some cases failure had ensued, or was only averted by 
official support; but in a few instances genuine success had been 
achieved, and real cooperation for the purpose of utilising the com¬ 
bined credit had been arrived at among a cultivating community.” 

“One thing, however, soon become apparent that no real ad¬ 
vance was possible without legislation. The Companies Act at 
present in force (Act VI of 1882) contains 256 sections, and its ela¬ 
borate provisions, however, necessary in the case of combinations 
of capital on a large scale, are wholly unsuited to societies of the 
kind which we desire to encourage. The first thing to be done, 
therefore, was to take such societies out of the operations of the gene¬ 
ral law on the subject, and to substitute provisions specially adapted 
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to their constitution and objects. In the second place, it was de¬ 
sirable to confer upon them special privileges and facilities, in 
order to encourage their formation and assist their operations. 
And, thirdly, since they were to enjoy exemption from the general 
law and facilities of a very special nature, it was very necessary to 
take such precautions as might be needed in order to prevent specula¬ 
tors and capitalists from availing themselves, under colourable pre¬ 
texts, of privileges which were not intended for them. These three 
ends were the objects which we kept in view in framing the legisla¬ 
tion that I am about to propose”. 


“When we came to consider the details of our Bill, we found 
that we had before us an extraordinary diversity of opinion, which 
extended in many cases to matters of principle, and which reflected, 
not only the individual convictions and experiences of the autho¬ 
rities consulted, but also the infinite variety that characterises, 
the conditions with which we have to deal and the material with 
which we have to work. But such diversity of opinion was only to 
be expected. The fact is that the whole business is of the nature 
of an experiment, upon which we are entering with every scanty 
knowledge and very little local experience, and in which we shall 
have to feel our way cautiously, and to gain our experience as we 
advance. We have, it is true, European results to guide us, and 
European models to imitate. But it by no means follows that what 
succeeds in Europe will succeed also in India. Nor indeed is it 
probable that what is best suited to one part of this great country 
will always be best suited to another. The conditions and the 
character and habits of the people vary infinitely; and we shall 
probably find that the institutions which we desire to promote 
will take widely differing forms among such widely different classes 
as, for instance, the yeomen of the Punjab, the raiyats of southern 
India, and the tenants of Bengal. If an institution of this sort, 
which depends upon the people themselves combining for their 
mutual advantage, is to succeed, it must be as far as possible an in¬ 
digenous and a natural growth. An exotic type may be forced by 
artificial stimulus to flourish for a while, but we can never expect 
it to take vigorous root, or to continue to flourish when that stimulus 
is withdrawn. Certain broad principles must be laid down, and 
certain precautions must be insisted upon; but within those princi¬ 
ples and subject to those precautions, the people must in the main 
be left to work out their own salvation on their own lines, the func¬ 
tion of Government being confined to hearty sympathy, assistance 
and advice”. 

“Guided by these considerations, we have kept two cardinal 
objects in view in framing the present Bill. The first is simplicity, 
some of the schemes which were laid before us were for too elabo¬ 
rate for the comprehension of the classes for whom they were in¬ 
tended, but who certainly could never have complied with their 
provisions. Simplicity is the first essential for success. The second 
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is elasticity. Our aim has been to lay down merely the general out¬ 
lines, and to leave the details to be filled in gradually, on lines 
which the experience of failure or success and the natural develop¬ 
ment of the institutions may indicate as best suited to each part 
of the country. So far, therefore, as it deals with the constitution of 
the societies, we have confined the provisions of our Bill to those gene¬ 
ral principles which we consider that all cooperative credit socie¬ 
ties should accept as the condition of being permitted to enjoy the 
advantages afforded by our special legislation. There are other 
matters in respect of which some guidance and some restriction will 
be necessary; but we have left them to be dealt with by Local Gov¬ 
ernments in accordance with local needs, in the exercise of the 
rule-making power which the Bill confers upon them. If the Bill 
passes into law, we shall impress upon those Governments that sim¬ 
plicity and elasticity are as essential in the rules framed under the 
law as they are in the law itself, and that especially in the first in¬ 
stance, and until further experience has been gained, the regulative 
interference of Government should be limited strictly to essentials, so 
as to leave spontaneous growth unhampered. Experiment is as 
necessary within the province as it is within the Empire.” 

“Before turning to the actual provisions of the Bill, it will be 
well to define as exactly as possible the precise nature of the insti¬ 
tutions which we desire to create and that we shall best do by de¬ 
fining the precise object with which we desire to create 
them. That object may perhaps be defined as the encouragement 
of individual thrift and of mutual cooperation among the mem¬ 
bers, with a view to the utilisation of their combined credit, by the 
aid of their intimate knowledge of one another’s needs and capacities 
and of the pressure of local jfublic opinion.” 

“The main object of our endeavours is to assist agricultural 
credit, which presents a far more important and more difficult pro¬ 
blem, than does industrial credit. But we recognise that artisans, 
employees on small pay, and other persons of small means resid¬ 
ing in town, may very properly be admitted to the benefits of our 
legislation. We therefore provide for two classes of societies— 
rural, which are composed of agriculturists (a term which is not 
intended to include the wealthy rent-receivers) and urban which 
consists of artisans or other persons of limited means. The mem¬ 
bers of a rural society may live in a town; so also the members 
of an urban society may live in a village but it must be one single 
village—a condition which will exclude in practice all villages that 
not sufficiently large to possess an urban character. In the case of 
both classes we provide that the members must be small men, for 
we are not legislating for capitalists; that they must be residents 
of the same neighbourhood, else the knowledge of one another 
which is to guide them in their operations will be wanting; that 
new members shall be admitted by election only, thus securing that 
mutual confidence which is the only possible foundation of coope¬ 
ration; that a man must be a member before he can borrow from 
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the society, and must in that capacity have contributed to the funds 
of the society; since our basis is mutual cooperation; that money 
shall not be lent on mortgage, so that the capital may be liquid, 
and capable of ready realisation; that the interest in a society which 
may be held by a single member is to be limited, in order to pre¬ 
vent an individual from obtaining control, and that shares can be 
transferred subject only to certain restrictions which are intended 
to prevent speculation. We provide for a simple form of registra¬ 
tion for compulsory dissolution, subject to appeal to the Local 
Government, in order to meet the case of fraud, or of bogus co¬ 
operative societies which may have obtained the benefits of the 
Act while not pursuing its object; and for liquidation under a sim¬ 
ple procedure and subject to appeal to the Civil Courts.” 


“In the case of rural societies we further insist upon unlimited: 
liability, as best suited to the agricultural classes to whom they are 
confined, and most consonant with the mutual confidence which is 
to form their basis, we lay down that no profit is to be directly 
divided among the members, since their object is not to make 
money but to assist one another, and any surplus that may accruer 
should either be carried to a reserve fund, or be applied to reduc¬ 
ing the rate of interests upon loans, and we forbid the society to 
borrow money without sanction, for it would often be worth the 
while of a money lender to risk his money in order to get a success¬ 
ful society into his power, and so to rid himself of a 
rival. We prohibit pawnbreaking, since the basis of the operations 
should be personal and not material security; but we allow agri¬ 
cultural produce to be received as security or in payment and to- 
be converted into money at any time by the society, which will 
generally be in a position to get a better price for it than an in¬ 
debted cultivator could obtain.” 

"In the case of urban societies reallow of limited liability and 
the distribution of profits, subject to the creation of a sufficient re¬ 
serve fund, and we allow them to lend money to a rural society 
which is situated in the same district, and with their circumstances 
of which they have therefore the opportunity of being acquainted." 


“Having thus provided for the constitution of our societies, 
and regulated their operations, we proceed to confer upon them 
certain privileges, we exempt the shares or other interests of mem¬ 
bers in the capital of a society from attachment for their private 
debts, thus encouraging thrift, and giving stability to the opera¬ 
tions of the society, we relieve societies from the necessity for 
letters of administration or a succession certificate, we give them 
a lien upon certain forms of property when created or acquired 
by means of a loan from them, unitl the loan is repaid, and we 
make an entry in the books of a society prima facie evidence in 
a suit to recover money due to it. We take powers for the Governor 
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'General in Council to exempt societies and their operations from 
income-tax, stamp-duties, and registration fees, and it is our inten¬ 
tion to act upon those powers at any rate in the first instance.” 


“Finally, we provide for compulsory inspection and audit by 
■a Government officer, in order to provide against mismanagement 
and fraud, to give the members and the public confidence in the 
•societies, and to justify the privileges which we confer upon them, 
we make Government advances recoverable as arrears of land-re- 
venue, we confer a wide rule-making power upon Local Govern¬ 
ments while indicating certain heads under which it will probably 
be advisable to exercise it, and we declare {hat the provisions of 
the Indian Companies Act shall not apply to societies registered 
under the new law.” 


“There are four points of some importance as to which the Bill 
is silent, but which have been much discussed, and with great diver¬ 
sity of opinion; and I may perhaps briefly indicate why our propo¬ 
sals include no provision regarding them. The first is, the objects 
with which these societies may make loans to their members. It 
has been strongly urged that no loans should be permitted except 
for productive expenditure, and especially that they should not be 
granted for such purpose as marriages and the like. We recognise 
that there is much to be said both for and against the proposals, 
but we have finally decided to reject it, mainly on the ground that 
whatever restrictions might be imposed by law, it would be im¬ 
possible to enforce them, while their mere existence would en¬ 
courage evasion and deceit. Moreover, we are not without hope 
that the fact that a society refuses to lend more than Rs. 50 to a 
member for a marriage, as being as much as he can hope to repay, 
may not unfrequently lead to him limiting his expenditure to Rs. 50 
instead of going to the money lender for Rs. 100.” 

“In the second place, it has been suggested that a summary 
procedure for the recovery of debt should be placed at the disposal 
of these societies. It is true that the recovery of debt by civil suit 
is a tedious process, and that a society of the sort we are consider¬ 
ing is perhaps the least, fitted of all agencies to conduct such a 
suit. But it is a serious matter to place our executive machinery at 
the disposal of a private creditor. And above all, such artificial 
assistance would discourage the exercise of that vigilance and cau¬ 
tion upon which these societies should depend for their security. 
With the local knowledge which will be at their command, they 
should, if they conduct their affairs, prudently, hardly ever need to 
■have recourse to a court. Their strength should lie in that know¬ 
ledge, and not in any special process of recovery. In the rule-mak¬ 
ing section we have authorised Local Governments to provide for 
the settlement of disputes by arbitration if a society so wishes, and 
■we do not propose to go further. 
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“la the third place, we have been urged to prohibit compound 
interest. We have had no hesitation in rejecting this suggestion. 
Compound interest is a devilish engine in the hands of a creditor 
whose whole object is to involve his debtor in his meshes. But fair¬ 
ly used, it is just enough; and prompt recovery of debt is essential 
to the working of these societies. There is a danger that they may 
be too slack in dealing with their friends and neighbours and com¬ 
pound interest will provide a useful stimulus to the debtor. 

“In the fourth place, we have been asked, with the object of 
giving special encuragement to thrift to extend to mere deposits 
made by members with their societies, the same exemption from 
attachment for debt for which we have provided in the case of con¬ 
tributions that have merged in the capital funds of the society; and 

the precedent of Provident Funds has been quoted in support of 
the proposal. We do not admit the analogy. Provident Funds ate 
protected not for the benefit of the subscriber, but because they form 
a provision for the widow and the orphan; and we do not think that 
thrift should be encouraged wholesale at the expense of the legiti¬ 
mate credit. The exemption for which we have provided is confin¬ 
ed within definite limits and we do not propose to extend it.” 

“Such my Lord, are the outlines of the legislation which l am 
about to propose to Council. But legislation is useful only as the 
basis of subsequent action; and the subject is of such great and 
general interest and importance that I think I shall be justified in 
asking the Council to bear with me a little longer, while I briefly 
sketch in outline to action which we propose to take if our Bill be¬ 
comes law. I have said that the whole matter is an experiment and 
that we shall have to gain our experience as we go. Under these 

circumstances it is essential to proceed gradually and with the 

greatest caution. We cannot hope to escape failures, which will in¬ 
volve loss to individuals, and many failures would set back the 
cause which we have at heart, while a few successful societies will 
speedily find spontaneous imitators. If by a stroke of the pen I 
could cover the country tomorrow with a net work of these socie¬ 
ties, I should decline to do so, until we know more about the farms 
which will best suit the conditions with which we have to deal. 
And that knowledge only experience can teach us. 

“On the other hand, it is abundantly clear that no real advance 
will be made without the active encouragement and assistance of 
Government. We propose therefore, to ask Local Governments 
to select a few places in each province in which to try the initial 
experiments. They should present some variety of conditions, so 
as to afford a wide experience and an important element in the 
choice will be the personal character of the District Officer, and 
the degree in which he possesses the confidence of and exercises in¬ 
fluence over the people, I shall explain presently how we propose 
to relieve the District Officer when the societies have once been 
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formed But it is he who must give the first impulse; he must ex¬ 
plain the new law and preach the new gospel; he must select the 
places in which the experiment is most likely to succeed, and must 
suggest to the people that they should try it, putting it to them as 
action to be taken, not by Government but by themselves, while 
explaining how far and in what way Government is ready to help 
them. 


“Indeed, the active assistance and support of the District Offi¬ 
cer will be necessary in every case, until the new plant has taken 
firm root and is strong enough to stand alone, and the officer who 
is in immediate charge must work in constant consultation with him. 
But we do not propose to burden him with the detailed care of the 
societies. Hon’ble Members will observe that the Bill provides for 
the appointment in each province of a Registrar, to whom some¬ 
what extensive powers have been given in order to secure that our 
legislation is not taken advantage of by bogus societies. We pro¬ 
pose that he should be whole time officer specially selected for the 
work and that to him should be entrusted the care and super¬ 
vision of all the societies in the province. The advantage of con¬ 
centrating this duty in a single pair of hands will be, that the ex¬ 
perience of all the societies will be placed at the disposal of each, 
since by watching developments under various conditions the Re¬ 
gistrar will gain experience which will render him an invaluable ad¬ 
viser; he will know what has succeeded in one place or failed in 
another, and will be in a position to point out defects and suggest 
remedies and to prevent the repetition of mistakes. For the first 
few years at least he will constantly be going round, visiting the 
societies and watching their progress, criticising and assisting them, 
but as a friendly adviser rather than as an inspecting officer. As 
experience is accumulated and the societies gain strength and are 
able to stand alone, and as their numbers multiply, the ‘drynurse 
element will disappear from his duties, which will become more 
purely official. 

“I have only one more point to touch upon. The first question 
that will be asked—that has indeed been asked already—is, what 
is Government going to do for these societies in the way of finan¬ 
cial assistance? I have already said that we propose to exempt for 
the present their profits and operations from income tax, stamp 
duties and registration fees. We shall also authorise them to open 
public accounts in the Post Office Savings Banks; and these mea¬ 
sures will apply equally to urban and to rural societies. In the case 
of urban societies we propose to go no further.” 


“As to whether Government should contribute to the capital 
of rural societies the most opposite and extreme views have been 
urged upon us. It has been suggested that we should finance them 
entirely but such a procedure would be destructive of that thrift 
and cooperation and mutual self-help which it is our object to- 
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encourage. It has been proposed that die distribution of Government 
takavi advances should be entrusted to these societies; and I think 
it quite possible that some day we may be able to make use of those 
among them which have taken root and flourished, and which 
stand on a strong and independent basis of their own, as valuable 
agencies for the purpose. But they must learn to swim before they 
are thrown into deep water; to take care of their own money be¬ 
fore they are trusted with much of ours; and to allow them to re¬ 
gard themselves as mere agencies for the distribution and recovery 
of Government advances would wholly defeat the object of their 
creation.” 


“From the opposite point of view it has been argued that any 
financial assistance whatever from the Government must obscure the 
cooperative principle, and weaken the spirit of self-dependence 
which we desire to foster; and it has been urged that Government 
should coniine itself to sympathy and encouragement and moral 
support. To this it has been replied, and not without reason, that 
assistance thus restricted would be but cold comfort. We fully 
recognise the danger which is pointed out and we propose so to 
limit our assistance as to minimise that danger as far as possible 
by laying down that it must be preceded by and must depend in its 
amount upon a genuine subscription by the people themselves. 
But subject to these conditions, we are prepared to give financial 
assistance at the start. We believe that such assistance will have 
a value beyond its mere use as capital on easy terms, since it will 
be an earnest of the reality of the interest which Government takes 
in the matter, while the terms to which it will be subject will 
stimulate the thrift and self-help that are to be a condition, prece¬ 
dent. We do not contemplate that our aid will always be needed. 
Both in the matter of detailed guidance and of the provision of funds, 
we shall not feel that we have succeeded unless we eventually find 
ourselves able to withdraw, for, as has been well said, ‘cooperation 
must be built up from the bottom, and not from the top.’ But for 
the present, we shall be prepared to advance money to rural socie¬ 
ties in even fifties of rupees, subject to the condition that the total 
advance outstanding shall at no time exceed the total amount sub¬ 
scribed or deposited by the members of the society or a limit of 
Rs. 2,000 in the case of any single society. It may be said that the 
first condition will greatly restrict the advances; but at any rate, they 
will double the resources at the disposal of the society. During the 
first three years of the life of any society, the advances will be free 
of interest, and will not be recoverable except in the case of the 
society being wound up; while after that period they will ordinari¬ 
ly bear interest at 4% and will be recoverable in annual instalments 
not exceeding one tenth of the total amount due. The Registrar 
will have power to suspend the payment of any instalment of capital 
on payment of any interest that may be due, and such suspension 
will simply postpone the payment of the suspended instalment and 
of nil subsequent instalments by one instalment period. 
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“Such my Lord, are the outlines of the legislation which we 
propose, and of the executive action which we intend to base upon 
it. 


I must crave pardon of the Council for having trespassed on 
their patience, and for having travelled somewhat outside the limits 
of my legislative brief; but the subject is one of such great and 
general interest that I have thought it well to lay our whole scheme, 
so far as it has already been natured, before the public. I believe 
that it would be hard to exaggerate either the importance or the diffi¬ 
culty of the experiment upon which we are about to embark. I 
feel by no means certain of success and if we do achieve success, 
I do not expect to find in it a panacea for all the difficulties of the 
Indian cultivator. But 1 am convinced that if we can succeed in 
inducing him to combine with his fellows to utilise their collective 
credit for the benefit of each, we shall have done a great deal to 
lessen those difficulties and to improve his condition. At any rale 
I hold it to be the bounden duty of Government to give the experi¬ 
ment a fair trial, and to do all that lines in its power to make it 
-successful. But it must be remebered that success or failure lies 
in other hands than ours. We can do nothing of ourselves. We 
can offer encouragement advice, legal facilities, and executive and 
financial assistance. It is for the people to decide whether they will 
avail themselves of our offer.” 


The motion was put and agreed to. 



Annexure VIII 


Copy of note circulated to the National Development Council 


Simplification of Cooperative Law & Procedure 


1. The main object of cooperative legislation is to provide the 
general basis for ensuring the cooperative character of the institu¬ 
tions and leave the rest to rules and bye-laws. The substantive law 
should lay down broad principles and the necessary authority for 
guidance, regulation, audit etc., and details will have to be filled in 
by the rules to be made by Government, There should also be scope 
left to the bye-laws of the societies. 

2. Cooperation is a State subject, and at present some State Gov¬ 
ernments are working under the 1912 (Central) Act which has been 
amended by local legislation in various respects while others have 
local laws amended from time to time. Conditions vary from State 
to State and it is thus not possible to have uniformity. The coope¬ 
rative movement has developed in various directions including mar¬ 
keting, processing, cottage and village industries and in en¬ 
terprises like sugar factories and substantial sums of money are in¬ 
volved. Suitable provisions should exist to meet these different 
activities. 


3. In certain State laws, some essential functions are not pro¬ 
vided for in the law and it is necessary to incorporate them in the 
Statutes. Similarly, experience has shown that in the interest of the 
soundness of the movement, the law must provide for some additional 
functions and powers. As against this, there are certain powers 
which, in the present context of things, are unnecessary and should 
be deleted from the Statute Book. Lastly, there are certain provi¬ 
sions which should be liberalised. Keeping all these aspects in view, 
certain suggestions are made below:— 

Additional Provisions to be made in the Law 

4. The law might specifically provide for the following :— 

(i) Registration of societies—conditions to be satisfied etc, 

(ii) Settlement of disputes. 
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>(iii) Suppression of inefficient managing committees. In the ab¬ 
sence of such a provision, there is no alternative but to 
cancel the registration of a society—a step which is consi¬ 
dered too drastic. 

(iv) The authority to hear appeal. Power to the State to review 
and revise the orders of the Registrar and other authorities 
should also be given. 

(v) Cooperative farming societies and land mortgage banks. 

<vi) Amalgamation and division of societies with the consent of 

the people. 

<vii) Membership of cooperative societies and provision for ap¬ 
peals in case of refusal. 

{via) Legal provision for State aid to cooperative societies in the 
form of share capital, loans, grants and guarantees. 

(ix) In view of the large scale plans of development, consider¬ 
able financial assistance from Government and the need of 
a majority of cooperative organisations for guidance and 
help, inspection by government central banks, etc.-—should 
provide for in the law. 

(x) The prompt execution of awards, decrees and orders con¬ 
cerning cooperative societies. 

Liberalisation ofthe existing provisions. 

5 (i) Agricultural credit societies may have limited or unlimited 
liability. 

(ii) The law should provide for annual audit either by the Re¬ 
gistrar through separate qualified staff or through a pro¬ 
perly equipped non-official organisation like the State 
XJnion. 

(iii) Each State should decide on an appellate tribunal whether 
it should be an official one—Board of Revenue or Finan¬ 
cial Commissioner—or a tribunal non-official in charac¬ 
ter. 

Deletion of certain existing provisions. 

*6. (i) The law in certain States has been amended to provide for 
compulsory amalgamation of societies. The provision is 
objectionable and should be removed from the Statute 
Book. 
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(ii) In certain Stales, the Government nominated directors are 
entitled to appeal against the majority decision of the 
Board of Directors and societies cannot implement majo¬ 
rity decisions until the appeals are disposed of. This 
should be discontinued. 

(iii) In certain States, the entire Board of Dirctors have been 
nominated for a period varying from 3 to 5 years. This 
system should be changed. 

7. There are delays in procedures adopted. Steps should be 
taken to reduce them. 

Delay generally takes place at the following stages. 

(a) organisation 

(b) Registration 

(c) Affiliation with the financing bank 

(d) Preparation of property statements 

(e) Loan application by a member 

(£) Sanction of loan by the financing bank 

(g) Disbursement of loan to a member 

(h) Arbitration and liquidation proceedings. 

(a) Organisation. —Delays at this stage can be reduced, if the 
preparatory work of the supervisor is thoroughly carried out. The 
forms prescribed should be simplified. A time limit of three weeks 
should be enough for this work. 

(b) Registration. —In many States, the power of registration 
rests only with the Registrar and few senior officers. For societies 
following the normal pattern and the standard bye-laws there is no 
reason why the district cooperative officer should not be given the 
power. Delays also take place in consulting the Central Bank. It 
should be possible to complete this part of the work in three weeks. 
Taken as a whole, there should be a time limit of 2 months wi thin 
which the first two stages ending with registration should be com¬ 
pleted 

(c) Affiliation with the financing bank. —Central banks take far 
too much time and a time limit of a 15 days should be enough for 
this work. 

(d) Preparation of property statements.— -The statements are 
complicated and far too many people have to deal with them. It 
should be possible to reduce this number. Now that short term 
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credit is to be given on the basis of the production programme, the 
fixation of the maximum borrowing limit of a society need not be 
held up till the property statements are completed in every res¬ 
pect. 


(e) Loan application by a member. —A society’s consolidated 
loan application should be dealt with by the supervisor, who should 
send to the central bank either direct or through the inspector. 
This process should not take more than 10 days. 

(f) Sanction of loan by the financing bank. —Some central 
banks deal with applications of individual members and this not 
only caused delays but also adversely effect society’s sense of res¬ 
ponsibility. This practice is objectionable and should be given up. 
A time limit of 15 days should be enough for this stage. It should 
also be possible for the central bank to sanction a part of the loan 
straightway, leaving the balance to be sanctioned later. 

(g) Disbursement of loan. —Central banks do not have enough 
branches and consequently societies have to spend a lot of time and 
money in coming to the central banks for the money. Wherever 
possible, central banks should arrange with State Bank branches 
and Urban banks for disbursement of sanctioned loans. 

(h) Arbitration. —Delays in arbitration and liquidation pro¬ 
ceedings are chronic. A time limit should be fixed for the arbi¬ 
tration work. As regards liquidation, there are many legal difficul¬ 
ties and every effort should be made to remove them. 

8. There are considerable delays at the higher level in the De¬ 
partment as well as in the institutions. 

9. This note states broadly the changes required in the law, 
rules and procedures. The law must specially provide for various 
measures of regulation, control, supervision, etc. Much of the 
criticism that is directed towards the rigidity of the cooperative law 
or concentration of authority in the Registrar really applied to the 
manner in which the law is administered or procedures followed 
by cooperative department. It is, therefore, necessary that in exer¬ 
cising such control there should be close association with represen¬ 
tative non-official cooperative organisations. As an instance, a 
managing committee should not be superseded without consultation 
with the State of District Union. It will not only lead to good feel¬ 
ing but will also import a sense of responsibility to the officials as 
well as the non-official organisation. In States where sound and effi¬ 
cient non-official organisations at various levels, exist, such con¬ 
sultation should be possible straightway. Some of the powers 
could also be delegated to them e.g. supersession of a managing 
committee. 



la States, where non-official organisations are either weak, or do 
not exist, progress in respect of consultation as well as in delegation 
of powers will be slower and will depend on how fast sound orga¬ 
nisations can be brought into being. The ultimate objective must be 
to delegate as many powers as possible to such non-official organisa¬ 
tions. Only then can the cooperative movement govern itself. 

10. The various points brought out in this note require very 
close examination by State Governments. It is, therefore, suggest¬ 
ed that State Governments should immediately appoint small com¬ 
mittees of officials and non-officials to examine the whole question 
of the law, rules, procedure, causes of delay and allied matters and 
submit detailed proposals to State Governments for their considera¬ 
tion at an early date. 



Annexure IX 


Salient features of the new Cooperative Societies Acts enacted in 

different States 

1. Appointment of Registrars : The Committee on Cooperative 
Law had recommended that the State Government may appoint one 
person to be the Registrar of Cooperative Societies for the State 
and may appoint other persons to assist him and confer on such 
persons all or any of the powers of the Registrar. The persons ap¬ 
pointed to assist the Registrar should, however, exercise the powers 
conferred on them subject to the general superintendence and con¬ 
trol of the Registrar. Provisions on the lines recommended by the 
Law Committee have been made in the Madhya Pradesh Coopera¬ 
tive Societies Act, 1960 (Section 3), the Punjab Cooperative Socie¬ 
ties Act, 1961 (Section 3) (This Act is also in force in Haryana), 
the Maharashtra Cooperative Societies Act, 1961 (Section 3) the 
Gujarat Cooperative Societies Act, 1962 (Section 3), the Rajasthan 
Cooperative Societies Act, 1965 (Section 3), the Orissa Cooperative 
Societies Act, 1962 (Section 3), the Mysore Cooperative Societies 
Act, 1959 (Section 2A), Andhra Pradesh Cooperative Societies Act 
<Section 3), Jammu & Kashmir Cooperative Societies Act (Section 3), 
Himachal Pradesh Cooperative Societies Act (Section 3) (This Act 
is yet to be enforced) and Delhi Cooperative Societies Bill (Clause 1) 
The Tamil Nadu Cooperative Societies Act, 1961, the Uttar Pradesh 
Cooperative Societies Act, 1965 (Section 3), Kerala Act of 1969 
(Section 3), Bengal Act of 1940 (Section 9) Assaam Act of 1949 
(Section 3) and Bihar and Orissa Cooperative Societies Act of 1935 
(Section 6) which provide for delegation of powers of Registrar to 
others do not contain the specific provision that persons on whom 
powers of Registrar are conferred shall work under the control 
of the Registrar of the State. 

2. Time Limit for Registration: To ensure that there are no 
delays in the registration of Cooperative Societies by the Registrar, 
the recent Acts passed by various States stipulate a time limit for 
the disposal of applications received for registration of societies. 


Punjab Act. 

S. 8(3) 

2 months 

Maharashtra Act 

S. 9(1) 

6 months 

Rajasthan Act 

S. 8(2) 

3 months 

Mysore Act 

S. 7(2) 

€ months 
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Andhra Act 

S. 7 read with rule 
6(7) 

2 months for pri¬ 
mary societies. 



6 months for other 
societies. 

U.P. Act 

S. 7(1) 

3 months 

Bengal Act 

S. 13(2) 

3 months 

Kerala Act 

HjP. Act 

S. 7(3) 

S. 8 

3 months 

3 months 

Delhi Bill 

Cl. 9(5) 

2 months 


The Assam, Bihar, Tamil Nadn, Madhya Pradesh, Gujarat 
Orissa and Jammu & Kashmir Acts have fixed no time limit for dis¬ 
posal of applications for registration of societies. 


3. Powers of Registrar to direct amendment of bye-laws. 
Though it is not desirable for Registrars to direct amendment of 
bye-laws of cooperatives, yet an enabling provision empowering 
the Registrars to have such powers has been made in the follow¬ 
ing State Acts as a practical expedient to deal with certain isolated 
instances. 


Maharashtra Act . 

. 



S. 

14 

Tamil Nadu Act . 


. ' 


S. 

12 

Gujarat Act 


• 


s. 

14 

Rajasthan Act 


• 

• • 

s. 

14 

Andhra Act . 


• 

• • 

s. 

16(5) 

M. P. Act . 


• 

• • 

s. 

12 

U.P. Act . 

• 

• 


s. 

14 

Bengal Act , 

• • 

• 


s. 

18 

Kerala Act . 

• ♦ 

• 


s. 

12 

Punjab Act. . 

• • 

• 

• • 

s. 

10A 

Orissa Act . 

• • 

• 

• • 

s. 

12 

J. &K. Act . 

• • 

• 

« • 

s. 

. 12A 

Assam Act . 

• • 


• • 

s. 

14 


Under Section 115 of the Mysore Cooperative Societies Act, 
the State Government has power to direct amendment of bye-laws 
of societies in certain circumstances. No such provision exists 
in H.P. and Bihar Act and the Delhi Bill. 
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4. Power of Registrar to direct amalgamation or division of 
societies .—The Note circulated to the National Development Coun¬ 
cil pointed out that provision empowering the Registrar to direct 
division or amalgamation of societies is objectionable. But the 
All India Rural Credit Review Committee (1958) had suggested such 
a provision in the State Cooperative Societies Act for rationalisation 
of Credit Structure. The following State Acts have made an en¬ 
abling provision empowering the Registrar to direct amalgamation 
or division of societies as a practical expedient to deal with re¬ 
calcitrant societies. 


Maharashtra Act 

• 

• 

• 

• 

. S. 18 

Rajashthan Act 




• 

. S. 47 

Orissa Act 


• 

• 


. S. 14 

Andhra Act . 


. 

• 


. S. 15 

U. P. Act 

• 

• 

• 


. S. 125,126 

Bengal Act 

• 


• 


. . S. 18B.18C 

Kerala Act 

• 

. 

• 

• 

. S. 14(8) (9) 

M. P. Act . 

J. and K. Act. . 

• 

• 

» 

• 

• 

• 

. S. 16 
. S. 14A 

Delhi Bill 

. 

• 

• 

• 

. Cl 16 

Bihar Act 

• 

• 

• 

• 

. . Rule 39 

5. Open Membership .—The note circulated at the National 
Development Council meeting suggested that provision should be 
made for open membership and also for appeals in case of refusal 
of a society to admit a member. Such provision exists in the fol¬ 
lowing Acts. 

Punjab Act ....... S. 68(1) (c) 

Tamil Nadu Act 

• 


* 


. S. 96 (2) 

Maharashtra Act 



• 

« 

. S. 23 

Gujarat Act . 

• 


• 

• 

. S. 24 

Rajasthan Act 

• 




. S. 19(3) 

Orissa Act . 

• 




. S. 16 read with 
S. 109 

Mysore Act 



• 

• 

. S. 16(2) and 105(A) 

Andhra Act 

• 



. • 

. S. 19(3) and S. 76(2) 

J. & K. Act . 

• 


• 


. S. 103 
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U. P. Act.S. 98 

Bengal Act. . S. 59A(2) 

Kerala Act. S . 83(c) 

M. P. Act.. S. 77(4) read with 

Rule 60 (2) 

Delhi Bill.Cl. 76 (1) (d) 

Bihar Act.Rule 7 

U. P. Act.S.93(c) 

The minimum membership for registration of a cooperative 

society is ten according to the Cooperative Societies Acts of all 
States other than those of Kerala, Rajasthan and West Bengal. 
While in Kerala, a minimum of 25 persons should join together to 
organise a society in Rajasthan and West Bengal, the minimum is 
15 persons. 

6. Government nominees on the Committee of a Cooperative .— 
The Rural Credit Survey Report recommended that the State Gov¬ 
ernment should be allotted not more than 1/3 of the seats on the 
Board of Directors of the Cooperative Societies to whose share capi¬ 
tal it has made contribution. This recommendation was subsequent¬ 
ly considered in the Cooperative Congress held at Patna in March, 
1955 which decided that Government nomination should not be 
more than ird of the number of members on the Board of Direc¬ 
tors or three Directors whichever was less. Apart from Govern¬ 
ment contribution to the share capital there are Cooperative Socie¬ 
ties which may receive substantial financial assistance from the 
State Governments in the form of guarantee for debentures issued 
or loans obtained. The Cooperative Law Committee recommended 
that Government nomination may extend to such societies also. 
Provision on these lines has been made in most of the new State 
Acts. The Tamil Nadu Act (Section 27(2), Mysore Act (S. 29), 
Rajasthan Act (S. 35), Punjab Act (S. 26(2), J & K Act (S. 28), 
Andhra Act (S. 33), Bengal Act (S. 23A), Kerala Act (S. 31), Hima¬ 
chal Pradesh Act (S. 35), and Delhi Bill (Cl. 31(9), empower the 
Government to nominate three directors or ird of the total number 
of directors whichever is less. In Punjab Act, where Government 
share participation is to the extent of Rs. 20 lakhs or more, the 
Government has the right to nominate one more member in addi¬ 
tion and appoint him as Managing Director. The Gujarat Act. 
(S. 80) and the Madhya Pradesh Act (S. 52) empower the Govern¬ 
ment to nominate not more than 3 members. The Orissa Act (S. 31) 
empowers the Government to nominate 1/3 of the total number 
of members of the Committee. The Uttar Pradesh Act (S. 34) pro¬ 
vides for nomination of two persons by the Government and where 
the share participation is 60% or more. Government can nominate 
upto frd and also the Chairman for a period of 5 years or until the 
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share participation goes dotfn to less than 50%. There is no provi¬ 
sion in the Maharashtra Act for Government nomination on the 
Committee of a society to which Government might have given 
share capital contribution or other financial assistance. 

7. Power of Veto to Government nominees .—As a general 
policy, provision in the Acts empowering the Government nominees 
to veto the majority decision on the Board of Directors is not 
favoured. There is no power of veto in the State Acts of Mysore, 
Orissa, Madras, Maharashtra, Andhra Pradesh, Madhya Pradesh, 
Gujarat, Jammu & Kashmir and Delhi Bill. Section 26(4) of the 
Punjab Act provides that the nominees of the Government on the 
Committee of society can veto the majority decision of the Com¬ 
mittee and refer the matter to the Government for final decision. 
The Rajasthan Act provides that the Registrar can, under certain cir¬ 
cumstances, rescind the resolution of a society (Section 32). A simi¬ 
lar provision is made in the Uttar Pradesh Act also (S. 128). Sec¬ 
tion 24-A of the Bengal Act empowers the State Government to 
rescind any proceedings or resolutions of the general meeting of a 
society or of any meeting of the Managing Committee. Rule 176 
of Kerala Rules also give power to the Registrar to rescind any re¬ 
solution of any society or of the Committee of any society. 

8. Deduction from salary to meet Society’s claim in certain 
cases .—Most of the State Cooperative Societies Acts provide for 
deduction from the salary of an employee every month, the instal¬ 
ment due from him towards society’s loan and other dues, by the 
employer. In the absence of such provision an employer cannot 
deduct an instalment due from the members from his salary or 
wages. The Cooperative Law Committee recommended that provi¬ 
sion empowering the employer to effect such deduction should be 
made in the State Acts. Such provisions in the Acts provide for: — 

(a) execution of an agreement by the employer in favour of 
that society providing that the employer shall be compet¬ 
ent on requisition, in writing, from the society to deduct 
every month, from the salary payable to him, such amount 
as may be specified in requisition towards amount due by 
him, and 

(b) deduction from the salary by the employer on receipt of 
such requisition, from the salary or wage of the employee 
concerned, and payment of the same to the society/socie¬ 
ties. 

Such provisions exist in the Acts of Andhra Pradesh (S. 37), Assam 
(S. 48), Gujarat (S. 50), Himachal Pradesh (S. 54), Jammu and 

Kashmir (S. 32), Kerala (S. 37), Madhya Pradesh (S. 42), Maha¬ 
rashtra (S. 49), Mysore (S. 34), Orissa (S. 35), Punjab (S. 39). Rajas¬ 
than (S. 41). Tamil Nadu (S. 40), Uttar Pradesh (S. 40) and West 
Bengal (S. 51). 
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9. Cooperative Education Fund .—To enable the cooperative 
movement to take upon itself the responsibility of cooperative edu¬ 
cation and training progressively the Committee on Cooperative 
Law recommended that it should be made mandatory for coopera¬ 
tives to contribute to a Cooperative Education Fund out of their 
profits. All the new Acts provide for contribution from the profits 
to a Cooperative Education Fund. The rate of contribution varies 
from li% in Mysore to 5% in Punjab and Delhi. 


10. Charge on land .—To facilitate provision of short and 
medium term credit to members the following Acts provide for crea¬ 
tion of charge on land or interest in land in favour of a cooperative 
society: 


Punjab Act .... 



. S. 

32 

Maharashtra Act . 



S. 

48 

Gujarat Act . . . 



. s. 

49 

Mysore Act .... 



. s. 

33 

Andhra Act .... 



. s. 

36 

Bengal Act .... 



. s. 

47 A 

Kerala Act .... 



. s. 

36 

Madhya pradesh Act 



s. 

41 

Orissa Act . . . . 


• 

s. 

34 

Uttar Pradesh Act 


• 

s. 

39 

Himachal Pradesh Act . 


. 

. s. 

47 

Delhi Bill 



. Cl. 

37 


Section 33 in Tamil Nadu Act provides for creation of a charge 
on land only and not interest in land. Section 39 of the Rajasthan 
Act provides for creation of a charge on an immovable property 
only for loans other than short-term loans. Section 31-A of the 
J & K Act provides for the creation of a charge on land or other 
immovable property. 


11. Execution of Awards .—The most common agency avail¬ 
able to cooperatives for execution of awards, decrees, orders etc. 
passed under the Cooperative Societies Acts or the Civil Courts are 
revenue departments. As there has been abnormal delay in the 
recovery of cooperative dues through these agencies the Cooperative 
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taw Committee recommended that the Registrar should also be 
empowered to execute decrees, awards etc. departmentally. Provi¬ 
sion has been made in the following Acts for execution of awards 
departmentally: 


Punjab Act . . 

. s. 

63 

Tamil Nadu Act .... 

. s. 

91 & 92 

Maharashtra Act .... 

. s. 

156 

Gujarat Act. 

. s. 

159 

Orissa Act. 

. s. 

103 

Rajasthan Act .... 

. s. 

118 

Mysore Act. 

. s. 

101 

Himachal Pradesh Act . 

. s. 

87 

Adhra Act. 

. s. 

70 

Jammu & Kashmir Act 

. s. 

97 

Uttar Pradesh Act 

. s. 

92 

Madhya Pradesh Act . 

W. . s. 

85 

Kerala Act ..... 

. s. 

76(c) 

Delhi Bill . . . . 

. Cl. 

71 


12. Cooperative Tribunal. —The Cooperative Law Committee 
had recommended that the State Government should constitute a 
tribunal to which appeals against awards of arbitrators etc. could be 
made. Provision for cooperative tribunal has been made in the 
Tamil Nadu Act (S. 95), Maharashtra Act (S. 149), Gujarat Act 
(S. 150), Rajasthan Act (S. 123), Mysore Act (S. 2(b), Andhra Pra¬ 
desh Act (S. 75), J & K Act (S. 101), Bengal Act (S. 133-A), Kerala 
Act (S. 81), U.P. Act (S. 96) and Delhi Bill (Cl. 76). There is no 
provision for tribunal in H.P., Punjab, Madhya Pradesh and Orissa 
Acts. 

13. Delegation of powers of Registrar to federal societies .— 
The note circulated at the National Development Council meeting 
suggested that some of .the powers of the Registrar should be delegat¬ 
ed to the federal societies. Enabling provision for delegating powers 
of the Registrar to federal societies is made in Maharashtra Act 
(S. 158), Gujarat Act (S. 172), Rajasthan Act (S. 147), Orissa Act 
S. 3(3) and Bengal Act S. (9), Clause 3(4) of the Delhi Bill also em¬ 
powers the Lt. Governor to confer all or any of the powers of the 
Registrar on any federal society or an officer of such federal society. 
No such provision is made in the Punjab, Madras, J & K, U.P., 
Kerala and Mysore Acts. 









Annexure X 


No. 4-30/68 UTB & C 
Government of India 

MINISTRY OF FOOD, AGRICULTURE, COMMUNITY DEVE¬ 
LOPMENT & COOPERATION 

(Department of Cooperation) 

Krishi Bhavan, 

New Delhi, the 30th July, 1968 

8th Sravana, 1889 

To 

The Secretary incharge of Cooperation, 

All States and Union Territories. 

Subject : Elimination of vested interests in cooperatives — recom¬ 
mendations of the Conference of Chief Ministers and 
Ministers of Cooperation held at Madras on the 12 th 
June, 1968— Follow-up action. 

Sir, 

I am directed to refer to the following recommendations of the 
Conference of Chief Ministers and State Ministers of Cooperation 
held at Madras on the 12th June 1968: — 

“A number of measures may be adopted for curbing the 
growth of vested interests such as (a) exclusion of money¬ 
lenders, traders and other middlemen from the membership of 
the cooperative by statute if necessary; (b) open membership 
in the primary societies; (c) reservation of seats on the Board 
of Management of small farmers and members of weaker sec¬ 
tions ; (d) restrictions on holding office for more than two 

terms in the same institution and also holding office simulta¬ 
neously in more than two institutions; (e) regulation on the 

loans issued to the office bearer; (f) regular election by an 

independent authority; (g) adequate arrangements for audit¬ 

ing by the department; (h) creation of cadre of trained mana¬ 
gerial personnel; (i) rules for recruitment of staff; (j) educa¬ 
tion and training of staff. These are only illustrative and not 
exhaustive.” 

2. It would be recalled that the Union Minister for Food and 
Agriculture, Shri Jagjivan Ram, had written to your Chief Minister 
on this vexed problem which is obstructing further growth of the 
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movement on the sound lines. Replies received and discussions in 
the Conference indicate keenness on the part of the State Govern¬ 
ments to take remedial measures, on a priority basis. Implementa¬ 
tion of the above recommendations would call for suitable provision 
in the cooperative societies Acts and Rules, bye-laws of individual 
cooperatives, as also strengthening of administrative arrangements. 
The legislative and other measures that would be needde are broad¬ 
ly indicated below: 

3. Exclusion of money-lenders, traders and other from member¬ 
ship of cooperatives. —The cooperative societies Acts and Rules of 
Orissa, Madras and Maharashtra contain provisions precluding cer¬ 
tain categories of persons from becoming members of Board of 
Management of a society. For example, Rule 58(3) of the Maha¬ 
rashtra Cooperative Societies Rules says that “A member of a 
society who carries on business of the kind carried by the society, 
shall not be eligible to be a member of the Committee of that 
society without general or special sanction of the Registrar”. This 
provision only seeks to prevent entrenchment of vested interests in 
the management of cooperatives. The recommendations of the Con¬ 
ference seeks to extend this principle to prevent vested interests 
even at the point of entry into a society itself. We have been advis¬ 
ed by the Law Ministry that there is no constitutional impropriety 
in imposing such restrictions by suitable enactment. 

4. Restriction on holding of office in cooperatives. —The princi¬ 
ple of restricting members of cooperatives from holding office in a 
cooperative for a long period or in too many institutions has al¬ 
ready been incorporated in the Cooperative Societies Acts and Rules 
of some States viz. Madras, West Bengal and Kerala extracts from 
clause 28(2) of the Kerala Cooperative Societies Bill 1967, and 
Rule 30(1) of the West Bengal Cooperative Societies Rules are en¬ 
closed for information. Suitable statutory provision would be neces¬ 
sary to prevent such entrenchment. Further it may also be con¬ 
sidered whether it would be necessary to prescribe that a certain in¬ 
terval say 2-3 years should elapse before a person can get re¬ 
elected to the managing committee. 

5. Reservation of seats on the Board of Management to small 
farmers and members of weaker sections. —To thwart any attempt to 
keep the Board of Directors as a close preserve, it would have a 
salubrious effect if some of the unrepresented sections, particularly 
weaker sections of the community, are brought into the Board. For 
example, in every village society, at least one seat may be reserved 
for members holding 2 acres or less, so that the poor man’s voice is 
heard in the Board. Such a stipulation could be made in the elec¬ 
tion rules and in the bye-laws of the institutions and enforced by 
administrative machinery. 

6. Open membership in primary societies. —The principle 
of open membership and provision for appeal against re¬ 
fusal by a society to admit a person as its member have 
been incorporated in most of the State Cooperative Societies Acts. 
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The procedure for preferring the appeal needs, however, to be made 
more effective. The availability of appellate authority at a level 
sufficiently nearer to the villager would help considerably and, this 
could be done by proper delegation of powers to field officers of the 
Department. A suitable time-limit may also be prsecribed within 
which such appeals should be disposed of. 


7. Regulation of loans issued to office-bearers. —The Mirdha. 
Committee on Cooperation had recommended that whenever loans 
are sanctioned to members of the Board of Directors or their rela¬ 
tives and any default in repayment occurs, instances of such defaults 
should be reported to the General Body. The State Governments 
may consider introducing a provision in the cooperative laws and/or 
rules saying that one of the functions of the general meeting will 
be to review the loans given to the members of the Board of Direc¬ 
tors and their near relatives and to direct action for recovery of 
dues in case of defaults. Reports of such defaults should be report¬ 
ed to the district-level officer of the Department who should ensure 
that suitable steps are taken without any dilatoriness for the liquida¬ 
tion of the overdues in such cases. 


8. Regular election by an independent authority. —Although 
procedures for election have been prescribed, it appears that their 
observance is not enforced strictly. There have been complaints 
that in a few cases general meetings of societies were not held at 
all and papers are got signed from the required number of persons. 
It should be made obligatory for the Committee of Management 
of a society to hold the meetings and election within the stipulated 
time after a due notice, a copy of which should go to the district 
level cooperative officer. Where possible, a functionary may be 
deputed either by the Department or by the federal institution to 
these meetings as an observer. The Cooperative authorities at the 
district level should also maintain a roster showing the due date of 
election of the committee of management and see that it is observed. 
Further, the election of the committee of management should be 
held at regular intervals as stipulated. It should be the duty of the 
district cooperative authorities to ensure this without fail. As sug¬ 
gested by the Conference, the State Governments may also consider 
the appointment of an independent authority for conducting election 
in cooperative societies on a regular and systematic basis. 


9. Adequate arrangements for audit. —The statute lays down 
that the accounts of a society should be audited every year, and 
the audit report should be placed before the General Body. In some 
States, however, the audit of societies is in heavy arrears. In man> 
cases the societies are not audited as the accounts are in arrears. 
The State Governments should take immediate action to strengthen 
the audit and supervisory staff. In suitable cases the services of 
chartered accountants could also be utilised for audit of the accounts. 
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10. Creation of proper cadres of managerial personnel and 
rules for recruitment of staff .—The Conference had recommended 
that State/federal organisations should build up common cadres 
of personnel for manning the key posts in the four sectors of the 
cooperative movement, viz., cooperative short and medium term 
banking, land development banks, cooperative marketing and con¬ 
sumer cooperatives. Detailed suggestions on the cadres have been 
communicated to the State Governments from this Department and 
the NCDC. Their implementation has to be pursued vigorously. 

11. Education and Training of staff .—The Conference of Chief 
Ministers and State Ministers of Cooperation also recommended that 
the programme relating to cooperative education and training of 
cooperative personnel should be strengthened. State Governments 
may ensure that the training facilities offered are fully utilised and 
that untrained personnel are replaced by trained staff as soon as 
possible. If additional training facilities are needed, suitable pro¬ 
vision may be made in the Fourth Plan now under formulation and 
this Department may be kept informed. 

12. I am io request that the State Governments may, among 
other measures they propose to take, initiate action on the lines 
indicated above for preventing the growth of vested interests in co¬ 
operatives. This Ministry may kindly be kept informed of the 
action taken in due course. 


Yours faithfully, 

(Sd.) A. C. Bandyopadhyay 
Joint Secretary to the Govt, of India. 


Copy to: — 

1. Agricultural Production Commissioner, All States /Chief 
Secretaries of Union Territories. 

2. Registrars of Cooperative Societies, All States/Union Ter¬ 
ritories. 

3. Chief Officer, ACD, Reserve Bank of India, Central Office, 
P.B. No. 1037, Bombay-1 BR. 

4. Director, Vaikunth Mehta National Institute of Coopera¬ 
tive Management, 5 B. J. Road, Poona-1 (5 copies). 

5. Director (Cooperation), Planning Commission, New Delhi 
(3 copies). 



6. Dean, National Institute of Community Development, Ra- 
jendranagar, Hyderabad-27. 

7. General Secretary, National Cooperative Union of India, 
72, Jorbagh, New Delhi 

8. Information Officer, Department of Cooperation. 

9. Director Public Relations, Ministry of FACD&C. 

10. Editor ‘Kurukshetra’. 

(Sd.) V. V. Nathen, 

Deputy Secretary to the Govt of India. 
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jcified Office” means the office of President/Chairman, Vice-President/ 
s-Chairman, Hony. Secretary or Hony. Joint Secretary. 



Maharashtra (Sec. 7i-A) . Mo person shall be a designated officer of more than two societies whose area 

of operation extends to one or more talukas and whose authorised share 
capital is not less than R.s. 5 lakhs. Designated Officer means Chairman, 
President or any other Officer notified by the State Government. Societies 
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Annexure XII 


Extract from the Indian Income Tax Act 1961 as revised upto 1965 

INCOMES FORMING PART OF TOTAL INCOME BY WHICH 
NO INCOME-TAX IS PAYABLE 


81. Income of cooperative societies. —Income-tax shall not be 
payable by a cooperative society— 

(i) in respect of the profits and gains of business carried on 
by item if it is— 

(a) a society engaged in carrying on the business of bank¬ 
ing or providing credit facilities to its members; or 

(b) a society engaged in a cottage industry; or 

(c) a society engaged in the marketing of the agricultural 
produce of its members ; or 

• 

(d) a society engaged in the purchase of agricultural im¬ 
plements, seeds, livestock or other articles intended for 
agriculture for the purpose of supplying them to its 
members; or 

(e) a society engaged in the processing without the aid of 
power of the agricultural produce of its members; or 

(f) a primary society engaged in supplying milk raised by 
its members to a federal milk cooperative society; 

Provided that, in the case of a cooperative society which is also 
engaged in activities other than those mentioned in this clause, noth¬ 
ing contained therein shall apply to that part of its profits and gains 
as in attributable to such activities and as exceeds fifteen thousands 
rupees; 

(ii) in respect of so much of the profits and gains of business 
carried on by it as does not exceed fifteen thousands rupees 
if it is a cooperative society other than a cooperative 
society referred to in clause (i); 

(iii) in respect of any interest and dividends derived from its 
investments with any other cooperative society; 
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(iv) in respect of any income derived from the letting of go- 
downs or warehouses for storage, processing or facilitating 
the marketing of commodities; 

(v) in respect of any interest on securities chargeable under 
section 18 or any income from property chargeable under 
section 22, where the total income of the cooperative society 
does not exceed twenty thousands rupees and the society 
is not a housing society or an urban consumers’ society or 
a society carrying on transport business or a society engaged 
in the performance of any manufacturing operations with 
the aid of power: 

Provided that nothing contained in this section shall apply to 
a cooperative society carrying on insurance business in respect of 
the profits and gains of the business computed in accordance with 
section 44. 

Explanation : For the purpose of this section “an urban con • 
sumer’s cooperative society” means a society for the benefits of the 
consumer within the limits of a municipal corporation, municipality, 
municipal committee, notified area committee, town area or canton¬ 
ment. 

82. Dividends from cooperative society. —Income-tax shall not 
be payable by an assessee, who is a member of a cooperative society 
in respect of any dividend received by him from the society. 

83. Income of Marketing societies. —Income-tax shall not be 
payable by an assessee, which is an authority constituted under any 
law for the time being in force for the marketing of commodities, 
in respect of any income derived from the letting of godowns or 
warehouses for storage, processing or facilitating the marketing of 
commodities. 



Annexure XIII 


(To be published in Part II, Section 3 of the Gazette of India) 
Government of India 
MINISTRY OF AGRICULTURE 

New Delhi, the 29th December, 1956. 

NOTIFICATION 

F. 11-22/56. Coop. I.—In exercise of the powers conferred by 
sub-section (1) of section 4 of the Multi-unit Cooperative Societies 
Act, 1942 (6 of 1942), the Central Government hereby appoints the 
Joint Secretary in charge of Cooperation in the Ministry of Agri- 
cooperative societies specified in the corresponding entries in column 
tive Societies. 

(Sd.) A. H. B. Tyabji, 
Deputy Secretary. 

To, 

The Publisher, 

Gazette of ludia. 

New Delhi. 

Copy forwarded to all the State Governments. All Ministries 
under the Government of India, Planning Commission, Reserve 
Bank of India, Bombay, State Bank of India, Bombay, Forward 
Markets Commission, Bombay, Secretary. National Cooperative De¬ 
velopment and Warehousing Board. 


By order, 

(Sd.) K. B. Thiagarajan, 
for Deputy Secretary. 



Annexure XIV 


(To be published in Part II, Section 3 of the Gazette of India) 
Government of India 
MINISTRY OF AGRICULTURE 

New Delhi, the 29th Dec., 1956. 

NOTIFICATION 

F. 11-22/56-Coop. I.—In exercise of the powers conferred by 
section 5-B of the Multi-Unit Cooperative Societies Act, 1942 (6 of 
1942) the Central Government hereby directs that the power of 
authority exercisable by the Central Registrar of Cooperative Socie¬ 
ties under the said Act shall be exercisable also by die officers to 
the reconstitution, reorganisation or dissolution of the multi-unit 
cooperative societies specified in the corresponding entries in columns 
(2) of the said table. 


Table 


Officers 

Societies 


(n 

(2) 



1. Co-operation Adviser to the Govt. Of India, 

Ministry of Agriculture, New Delhi. j 

>-All Societies 

2. Deputy Directors of Co-operation, Ministry I 

of Agriculture, New Delhi- J 


3. Registrar of Cooperative Societies, Andhra 
Pradesh. j 


4. Registrar of Cooperative Societies, Bihar i 

Societies which are 

I 

j 

1 

or are deemed to 
■ be actually regi¬ 
stered in the State 

5. Registrar of Cooperative Societies, Bombay, j 

6. Registrar of Cooperative Societies, Madhya 

Pradesh. J 

concerned. 
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7. Registrar of Cooperative Societies, Madras 

8. Registrar of Cooperative Societies, Punjab 


9. Registrar of Cooperative Societies, West 
Bengal 

10. Registrar of Cooperative Societies, Mysore 


)► Societies which are 
or are deemed to 
be actually regist¬ 
ered in the State 
concerned. 


11. Registrar of Cooperative Societies, Rajas¬ 

than 

12. Registrar of Cooperative Societies, Kerala. 


To 


The Publisher, 

Gazette of India, New Delhi. 


Sd/-A.H.B. Tyabji, 
Deputy Secretary 



Annexure XV 


(To be published in Part II, Section 3(ii) of the Gazette of India) 
Government op India 

MINISTRY OF FOOD, AGRICULTURE 
COMMUNITY DEVELOPMENT AND COOPERATION 
(Department of Cooperation) 


New Delhi, the 27th March, 1971. 

NOTIFICATION 

No. L. 11011/2/70-Coord.—In exercise of the powers conferred 
by section 5-B of the Multi-Unit Cooperative Societies Act, 1942 
(6 of 1942), and in supersession of all previous notifications on the 
subject, the Central Government hereby directs that all the powers 
and authority exercisable by the Central Registrar of Cooperative 
Societies under the said Act, shall ih relation to die cooperative 
societies specified in column (2) of the Table below, be exercisable 
also by the officers specified in the corresponding entry in column (1) 
of the said Table, subject to the following conditions, namely: — 

(1) that the powers and authority so delegated shall in respect 
of the following cooperative societies be exercisable by the 
said officers only in relation to matters pertaining to audit, 
settlement of disputes, appeals, revision and review and 
execution of awards, decisions, decrees & orders: 

1. All India Central Land Development Banks’ Coope¬ 
rative Union Ltd., Hyderabad, Andhra Pradesh. 

2. All India State Cooperative Banks’ Federation Ltd., 
Bombay, Maharashtra. 

3. National Cooperative Union of India Ltd., Delhi. 

4. National Agricultural Cooperative Marketing Federa¬ 
tion Limited, Delhi 

5. National Coopeartive Consumefs Federation Ltd. 
Delhi. 
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6. National Federation of Cooperative Sugar Factorial 
Ltd., Delhi 

7. National Federation of Industrial Cooperative Ltd., 
Delhi 

8. National Cooperative Housing Federation Ltd., Delhi 

9. Indian Farmers’ Fertiliser Cooperative Ltd., Delhi 

(2) that in the exercise of the powers and authority so dele¬ 
gated in relation to. the matters specified in (1) above (other 
than appeals, revision and review), the said officers shall 
comply with such directions as may be issued by the Cen¬ 
tral Registrar of Cooperative Societies. 
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Annexure XVI 


No. 3-40/60-CT 
Government of India 

MINISTRY OF COMMUNITY DEVELOPMENT AND 
COOPERATION 

(Department of Cooperation) 

New Delhi, the 24th Nov. 1961. 


From 

Shri S. S. Puri, 

Deputy Secretary to the Govt, of India. 


To 

The Registrars of Cooperative Societies, 

All State Governments (except Jammu & Kashmir)/ 

Union Territory Administrations. 

Subject: Multi-Unit Cooperative Societies. 

Sir, 

I am directed to refer to this Ministry’s notification No. 3-40/60- 
CT, dated the 28th June, 1961, wherein all the powers exercisable 
by the Central Registrar of Cooperative Societies under the Multi¬ 
unit Cooperative Societies Act were conferred on the State Registrars 
of Cooperative Societies by name. 

2. The subject of Multi-unit Cooperative Societies was discus¬ 
sed at te recent Conference of Registrars of Cooperative Societies 
held on the 27th and 28th October, 1961. The conference agreed 
that, before registering a multi-unit society, the State Registrar exer¬ 
cising powers of Central Rgistrar should obtain the approval of 
the central government. The central government would, if neces¬ 
sary, consult other state governments concerned before giving its 
approval to registration. Similarly, approval of the central govern¬ 
ment should be obtained for amending the bye-laws of multi-unil 
societies. The conference also suggested that the bye-laws of a 
multi-unit society should contain a specific provision to the effed 
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that the society would not open offices or branches in a particular 
state without the prior approval of the Registrar of that state. These 
recommendations of the Registrars’ Conference were generally en¬ 
dorsed by the State Ministers’ Conference held on the 30th and 31st 
October, 1961. 

3. I am directed to request that in accordance with the above 
recommendations, in future, specific approval of this Ministry may 
be obtained before registering a multi-unit society and the amend¬ 
ments to the bye-laws of such a society. It may also be ensured on 
the time of registration that the bye-laws of the society contain a 
specific provision requiring it to obtain the previous approval of the 
Registrar of the state where it proposes to open branches. 

4. The receipt of this letter may kindly be acknowledged. 

Yours faithfully, 

(Sd.) S. S. Puri, 

Deputy Secretary to the Govt, of India. 


Copy to: 

1. Secretary Incharge of Cooperation, All State Governments/ 
Union Territories Admns. (Except Jammu & Kashmir). 

2. Managipg Dfrector, State Bank of India, Bombay. 

3. The Chief Officer, Agri., Credit Department, Reserve Bank 
of India, Bombay. 

4. The Secretary, National Development & Warehousing 
Board, New Delhi 

5. Planning Commission, New Delhi (5 copies). 

6. P. Ss. to Minister/Dy. Minister/Secretary and Parliamen¬ 
tary Secretary. 

7. All Officers and Sections in the Department of Coopera¬ 
tion. 


(Sd.) S. S. Puri, 

Deputy Secretary to the Government of India. 



Anaexure XVII 


No. L/l 1012/2/71-Coord. 

Government of India 
MINISTRY OF AGRICULTURE 
(Department of Cooperation) 

Krishi Bhavan, New Delhi, 15 th June, 1971. 


The Registrars of Cooperative Societies, 

All States (Except J. &K.)/U.T.s Administration. 

Subject: Multi-unit Cooperative Societies. 


Sir, 

I am directed to refer to this Ministry’s Notification No. L/ 
11011/2/70-Coord, dated the 27th March, 1971, wherein all the 
powers and authority exercisable by the Central Registrar of Co¬ 
operative Societies under the Multi-unit Cooperative Societies Act, 
1942, have been conferred on the Registrars of Cooperative Socie¬ 
ties appointed for the State in respect of multi-unit cooperative 
societies which actually are or are deemed to be registered in then- 
respective States. 

2. The delegation of powers of the Central Registrar in respect 
of the under-mentioned nine cooperative institutions has, however, 
been confined to matters pertaining to audit, settlement of disputes, 
appeals, revision and review and execution of awards, decisions, 
decrees and orders: — 

(1) All India Central Land Development Banks’ Cooperative 
Union Ltd., Hyderabad. 

(2) All India State Cooperative Banks’ Federation Ltd., Bom¬ 
bay. 

(3) National Cooperative Union of India Ltd., Delhi. 

(4) National Agricultural Cooperative Marketing Federation 
Ltd., Delhi. 

(5) National Cooperative Consumers’ Federation Ltd., Delhi. 
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(6) National Federation of Cooperative Sugar Factories Ltd., 
Delhi 

(7) National Federation of Industrial Cooperatives Ltd., Delhi. 

(8) National Cooperative Housing Federation Ltd., Delhi. 

(9) Indian Farmers’ Fertilizer Cooperative Ltd., Delhi. 


3. The existing procedure regarding registration of new multi¬ 
unit cooperative societies and amendment of bye-laws of these socie¬ 
ties needs to be modified in .the light of the notification referred to 
above. The entire question has, therefore, been examined and it 
is requested that in future, the procedure set forth below may be 
followed in respect of cooperative societies, other than the nine 
societies noted above: — 

(i) Some cooperative societies with objects confined to one 
State or part of a State only, are registered as ’Indian’, 
“Ah India”, “National” Societies. Such nomenclatures are 
misleading and, therefore, need to be avoided. Necessary 
instructions in this regard may be issued to the concerned 
officers; 

(ii) Any amendment to the bye-laws of a state-based society 
which has the effect of converting it into a multi-unit co¬ 
operative society, should not be registered without the prior 
approval of the Central Registrar of Cooperative Societies; 

(iii) The approval of the Central Registrar may also be obtained 
before registering amendments of bye-laws of the existing 
multi-unit cooperative societies, if these pertain to the en¬ 
largement of membership or extension of the area of opera¬ 
tion of the society. As regards registration of amendments 
of bye-laws not relating to enlargement of membership or 
extension of tl*e area of operation of the society, these 
need not be referred to the Central Registrar for prior 
approval. Such amendments may be registered by the 
Registrar of Cooperative Societies exercising the powers of 
the Central Registrar. 

(iv) The proposals in regard to the registration of amendment 
of bye-laws of societies which have become multi-unit socie¬ 
ties consequent on the reorganisation of States and are 
governed by the provisions of Section 5-A of the Multi¬ 
unit Cooperative Societies Act, 1942, should however, be 
sent to the Central Registrar for prior approval. 

(v) The specific prior approval of the Central Registrar may 
also be obtained before registering a new multi-unit coope¬ 
rative society. In this connection, you may specifically 
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comment upon the bye-law relating to the opening of 
branches by these societies outside the state of tbeir regis¬ 
tration. In particular, you may advise whether these socie¬ 
ties should be permitted to open tbeir branches outside the 
State of their registration with or without obtaining the 
permission of the Registrar of Cooperative Societies of the 
State where the proposed branch is to be opened. 

4. In so far as audit of the branches of multi-unit cooperative 
societies (other than the nine societies referred to above) is concern¬ 
ed, it is presumed that these societies will not have many branches 
located outside the State of their registration. In these circum¬ 
stances, it should be possible for the Registrar of Cooperative Socie¬ 
ties of the State, where such a society is actually registered, to 
arrange audit of the accounts of branch offices of these societies 
through its own agency. In case of any difficulty, the matter can be 
referred to the Central Registrar. 

5. As mentioned above, the powers of the Central Registrar 
under the Multi-unit Cooperative Societies Act have been conferred 
on the Registrars of Cooperative Societies appointed for the State 
in respect of multi-unit cooperative societies. It may, therefore, be 
ensured that the officers appointed to assist the Registrar and vested 
with powers of the State Registrar under the State Cooperative 
Societies Act do not perform statutory functions like registration 
etc., in respect of societies falling within the purview of the Multi¬ 
unit Cooperative Societies Act. The Registrar of Cooperative Socie¬ 
ties for the State on whom powers of the Central Registrar have 
been conferred should alone perform such functions. 

6. The procedure outlined in this letter will not apply in rela¬ 
tion to the nine cooperative societies referred to above. 

7. This supersedes the guidelines circulated vide this Ministry’s 
letters No. 3-40/60-CT, dated 24th November, 1961 and 30th April, 
1963 and letter No. L/11015/32/70-Credit, dated the 25th May, 
1970. 

The receipt of this letter may kindly be acknowledged. 


Yours faithfully, 

(Sd.) K. S. Bawa, 

Joint Secretary to the Govt of India. 


Copy to: 

1. The Secretary Incharge of Cooperation All States/Union 
Territories. 

2. The Director of Industries & Commerce, Tamilnadu, Madras. 
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3. The Joint Director of Industries & Commerce, Tamilnadu, 
Madras. 

4. The Joint Registrar of Cooperative Societies (IAAP) Tamil¬ 
nadu, Madras. 

5. The Additional Registrar of Cooperative Societies, West 
Bengal, Calcutta. 

6. The Joint Registrar of Cooperative Societies, Bombay Divi¬ 
sion, Bombay. 

7. The Reserve Bank of India, ACD, Central Office, Bombay. 

8. The Secretary, NCQC. New Delhi. 

9. All Officers/Sections in the Department of Cooperation. 

(Sd.) K. S. Bawa, 
Joint Secretary to the Govt of India 
& 

Central Registrar of Cooperative Societies. 



